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Serving you, the Right way




e Vision of Banklslami is to be recognized as the leading Authentic
Islamic Bank.

Mission

The Mission of Banklslami is to create value for our stakeholders by offering

Authentic, Shariah Compliant and Technologically advanced products and

services. We differentiate ourselves through:

Authenticity

Innovation

Understanding our clients’ needs

Commitment to excellence and

Fast, efficient and seamless delivery of solutions.

As a growing institution, the foundation for our performance lies on our human

capital and Banklslami remains committed to becoming an employer of choice,

attracting, nurturing and developing talent in a transparent and performance

driven culture.




Core Values

Banklslami is strongly committed towards its core values of:
» Product authenticity

» Customer focus

» Meritocracy

* Integrity

» Team work

*  Humility
Innovation






SCRIPT OF SUCCESS

Calligraphy is a visual art related to writing. It gives form to
lettering in an expressive, harmonious and skillful manner.
Urdu calligraphy draws its inspiration from various writing
styles including Arabic, Ottoman and Persian.

The BankIslami logotype, derived from the Arabic Script
‘Khat-Sulus’, was chosen for its versatility and beauty. It
stands for timeless traditions and values that Muslims have

shared for centuries.

The words displayed in this Annual Report are chosen for
more than the beauty of their calligraphic forms, they stand
for our values, our passion and our work ethics. These words
speak of our commitment towards building the future for

ourselves and our customers.
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Motif:

The blue and pgresn motlf sets the
background of the kogo. Like all 'Authentic'
lalemic: motils, it has eight cornergs hiled
with flowing lines withoul any sounce point,
These two leatwes are imporlant parl of
Islarnic art.

what we do - only Islamic Banking!

Script and
Calligrapher:

We opted lor lhe Arabic schpt for i
versatility and beauty. 'Khat-Sulus’, a scnpt
which has graced the Islamic monuments
from Lhe subcontingnt o Turkey and Arabia,
including the two most sacred masgques was
opled for. It stands for limeless lradilions and
values that Muslims in these regions have
shared for centuries - trade and commerce
Ihcluded. Ustad Shafig-uz-Zaman, the only
person chosen to do calllgraphy in Lhe
Masjld-e-Mabwi after 500 years, iz behind
crafting of tha logo.

The Crescent:

A rising crescent In the traditional green
encircles the molif and calllgraphy. The
Crescent haz deep ascocialion  with
contermporary and modern lslam. In ow
logo, it stands for Shariah encompassing
everylhing that we do at Banklslami.

A simple and Authentic name that leaves no confusion about

- e -

Motif Bands:

Two motif bands run pemlisl to sach other
and frame the symbol. This band is found
on many |slarmic monuments all around the
world including lhe Holy Kaa'ba,
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Corporate Information

Board of Directors

Mr. Ali Hussain Chairman

Mr. Fawad Anwar Vice Chairman

Mr. Ali Mohamad Hussain Ali Mohamad Alshamali

Dr. Amjad Waheed

Mr. Hasan A. Bilgrami Chief Executive Officer
Mr. Noman Yakoob

Mr. Siraj Ahmed Dadabhoy

Mr. Ruhail Mohammed *

Sharia'h Supervisory Board

Mufti Irshad Ahmad Ajjaz Chairman
Mufti Muhammad Husain Member
Mufti Javed Ahmed Member
Audit Committee

Dr. Amjad Waheed Chairman
Mr. Noman Yakoob Member
Mr. Ali Mohamad Hussain Ali Mohamad Alshamali Member
Risk Management Committee

Mr. Fawad Anwar Chairman
Mr. Siraj Ahmed Dadabhoy Member
Mr. Hasan A. Bilgrami Member
Human Resource & Compensation Committee

Mr. Ali Mohamad Hussain Ali Mohamad Alshamali Chairman
Mr. Fawad Anwar Member
Mr. Siraj Ahmed Dadabhoy Member
Mr. Hasan A. Bilgrami Member
Board Remuneration Committee

Mr. Ali Mohamad Hussain Ali Mohamad Alshamali Chairman
Mr. Fawad Anwar Member
Mr. Siraj Ahmed Dadabhoy Member
Executive Cominittee

M. Ali Hussain Chairman
Mr. Fawad Anwar Member
Mr. Hasan A. Bilgrami Member
Mr. Siraj Ahmed Dadabhoy Member
Company Secretary

Mr. Khawaja Ehrar ul Hassan

* As on December 31, 2017 appointment was subject to SBP approval.
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Auditors
EY Ford Rhodes,
Chartered Accountants

Legal Adviser
1- Haidermota & Co.
Barrister at Law

2- Mohsin Tayebaly & Co.

Corporate Legal Consultants / Barristers & Advocates

High Courts & Supreme Court

Management (in aiphabetical order)

Ahmad Mobeen Malik

Bilal Zuberi

Fakhir Ahmad

Farooq Anwar

Hasan A. Bilgrami

Kashif Nisar

Khawaja Ehrar ul Hassan
Mahmood Rashid

Masood Muhammad Khan
Muhammad Asadullah Chaudhry
Rehan Shuja Zaidi

Saad Ahmed Madani

Sadaruddin Pyar Ali

Sohail Sikandar

Syed Akhtar Ausaf

Syed Ata Hussain Jaffri

Syed Muhammad Aamir Shamim

Registered Oifice

11th Floor, Executive Tower,
Dolmen City, Marine Drive,
Block-4, Chfton,

Karachi.

Phone (92-21) 111-247(BIP)-111
Fax: (92-21) 35378373

Email: info@bankislami.com.pk

Share Registrar
Share Registrar Department

Regional General Manager

Regional General Manager

Head, Human Resources

Head, Operations

Chief Executive Officer

Head, Shariah Advisory & Structuring
Company Secretary & Head of Legal
Head, Government Relations & Security
Head, Compliance

Head, Service Quality & Phone Banking
Head, Internal Audit

Head, Corporate Banking

Head, Administration & General Services
Chief Financial Officer

Head, Risk Management

Head, Information System

Head, Treasury & Financial Institutions

Central Depository Company of Pakistan Limited

CDC House, 99 — B, Block ‘B,
S.M.C H.S., Main Shahra-e-Faisal
Karachi-74400.

Tel: Customer Support Services (Toll Free) 0800-CDCPL (23275)

Fax: (92-21) 34326053
Email: info@cdcpak.com
Website: www cdcpakistan.com

PUBLIC DEALING TIMINGS
Monday to Thursday:
Friday

Saturday

Website:
www.bankislami.com.pk

9:00 am to 7:00 pm
9:00 am to 12:30 pm and 2:30 pm to 7:00 pm
9:00am to 1:00pm



Profile of Shariah Supervisory Board

Mufti Irshad Ahmad Aijaz (Chairman, Shariah Supervisory Board)

Mufti Irshad Ahmad Aijaz is graduated from Jamiat-ul-Uloom Islamiyyah, Binnori Town, Karachi and
obtained his Shahadat-ul-A alamia (Masters in Arabic and Islamic Studies) from there. Afterwards, he
completed his Takhassus fil-Iftaa {(Specialization in Islamic Juris prudence and Fatwa) from Jamia
Dar-ul-Uloom, Karachi. He has also completed his MBA program from a leading private university in
Karachi, Pakistan.

He currently holds advisory poesition in following Institutions:

Member, AAQIFI Shariah Standard Committee — Karachi

Member, AAOIFI Ethics Commuittee

Shariah Advisor, Al-Hilal Shariah Advisors

Consultant, Shariah Review Bureau - Bahrain

Member, ICAP- Committee on Accounting & Auditing Standards for Interest Free Modes of
Financing and Investments

. Member of Shariah Board in different Islamic Financial Institutions

* * ® * @

He is actively involved in providing consultation for development of policies and regulations for
regulatory authorities and different Islamicfinancial institutions. He also regularly delivers lectures on
Islamic Economics and Finance at different forums and educational institutions incuding National
Institute of Banking and Finance (State Bank of Pakistan) and Centre for Islamic Economics (a division
of Jamia Dar-ul-Uloom, Karachi).

Mufti Muhammad Hussain Khaleel Khail (Member, Shariah Supervisory Board)

Mufti Muhammad Hussain is a prominent scholar in the field of Islamic jurisprudence. He graduated
from Jamia Dar-ul- Ulcom, Karachi and obtained his Shahadat-ul-Aalamia (Masters in Arabic and
Islamic Studies) from there. Afterwards, he completed his Takhassus fil-Iftaa (Specialization in Islamic
Jurisprudence and Fatwa) from Jamia -tur-Rasheed, Karachi.

He has been teaching Islamic studies including Figh and Fatwa for years. He has undertaken research
work in various topics including economic thoughts in Islam, financial markets, modern economic and
financial issues and Islamic banking and finance. His research works include Ushr obligation, Takaful
on the basis of Waqf, Shariah rules of wealth earned through impermissible sources and rulings on
status of juristic person in Islam. He has authored several articles and issued verdicts (Fatwas) on
various issues. He is associated with Jamia-tin-Rasheed, Karachi as a senior Mufti in Darul Iftaa and
lecturer in department of Fighul Muaamlaat.

Mufti Javed Ahmad (Resident Shariah Board Member)

Mufti Javed Ahmad has completed his Shahadat-ul-Alamia (Masters in Arabic and Islamic Studies)
from Jamia Dar-ul-Uloom, Karachi, and Takhassus fi Figh-el-Muamlat (Specialization in Islamic
Jurisprudence of frade and finance) from Jamia-tur-Rasheed, Karachi. He is also a Certified Shariah
Advisor and Auditor (CSAA) from AAQIFI, Bahrain and Chartered Islamic Finance Professional
(CIFP) from INCEIF, Malaysia. He has completed M.A. Economics from Karachi University. He has
undertaken research work in numerous topics including Islamic Banking and Finance. He is also a
member of AAOIFI Editorial Committee for Urdu translation of AAQIFI Shariah Standard. Prior to
joining BankIslami, he was associated with Ernst & Young Ford Rhodes as 'Senior Shariah Consultant
where he was enga%ed in Shariah Advisory, Shariah Review, Shariah Audit and Shariah Compliance
activities for more than four years.

He regularly delivers lectures on Islamic Econemics and Finance at different forums and educational
institutions including National Institute of Banking and Finance (State Bank of Pakistan).
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Khat-e-Kufic

Kufic is the oldest calligraphic form of various Arabic seripts and consists of a modified form of the
old Nabataean script. With changes in time, culture and kingdoms the Kufic script has evolved into
various styles from which this is one. This script was developed around the end of the 7th century
in Kufa, Iraq, from which it takes its name. It was prevalent in manuscripts of 7th to 10th century.
Until about the 11th century, it was the main seript used to copy the Holy Quran.
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Drive your Dream Car
- the Shariah Compliant Way

Banklslami’s Islami Auto Finance* offers you the convenience to get the car of your choice,
the Shariah compliant way.

The features of Islami Auto Finance are;

« Lowest customer equity s Minimal processing charges
+ No upfront Takaful {Islamic Insurance) « No upfront tracker charges
» No upfront registration charges » Freedom of choosing New or Used/ reconditioned vehicles

» Flexibility of choosing your own dealer « Preferred Pricing for existing Banklslami’s customers
+ No rental Payment till the delivery of vehicle

* Terrnz & Cenditions anoly

_ Serwing you, the Right way

Banklslami Pakistan e
rvsnbariialerd comm 111-ISLAMI (111-475264)
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Statement of Value Added

2017 2016

Value Added --- Rupees in million -
Net Spread earned 3,105 4,336
Other income 964 638
Operating expenses excluding staff cost, depreciation,

amortisation, donations, defined benefit plan and

defined contribution plan, etc. (2,742) (2,740)
Provision against advances, investments & others 392 2,030
Value added available for distribution 3,719 4,264
Distribrution of value added
To employees
Remuneration, defined beenfit plan and define

contribution plan 2,784 2,702
To government
Worker welfare fund - 17
Taxation (1,406) 391

(1,406) 408
To Society
Donations - -
To Shareholders
Depreciation 715 641
Amortisation 63 6l
Retained during the year 1,563 452
2,341 1,154

3719 4,264
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Khat-e-Riq’ah
The name of this calligraphic style comes from the word for paper ‘Rug’ah’, as it was initially written
on small pieces of paper. It is the most common style of handwriting in the Arabic Script. e




The Best Way to Bank

Now start banking on the go. Instantly register for either /BankIslami or mBankislami and
cpen doors to a world of convenience, 24 hours a day, 7 days a week.

iBanklIslami mBankIslami

Quick Registration & Instant Login Touch ID and Quick PIN Login
Social Media Tagging of Beneficiaries Offers & Discounts update
Standing Instructions for Recurring Payments Payment Reminders, ATM & Branch Locatar

Account, Card & Payment Management

Now Accessible Globally

| Semving you, the Right way

BanldslamiFakeistoan 111-ISLAMI (111-475264)
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Rupees in million
Profit & Loss Accounts
Profit/ retirn Earned 10,352 10,127 8,834 7,812 6,289 5,992
Profit/ return Expensed 5,244 5,791 5119 4459 3,790 3,507
Net Spread eamed 5,104 4,336 3,715 3353 2500 2485
Fee,comntmnission,brokerags & exchange [ncome 732 404 490 560 268 282
Dividend and capital gains 154 122 15 32 7 17
Cther Incorme 78 111 ] 40 79 34
Total Cther Income 064 637 570 632 454 38
Tota Income f,068 4973 4285 3,985 2,953 2,818
Cther expenses 5,303 6,160 5,039 3,475 2518 2,264
Profit/ {oss) before tax and provisions (235 (1,187 (754) 510 435 554
Provisions Gy (2,080) (482) 40 127 91
Profit/ (oss) before tax 157 843 (273} 470 308 463
Profit/ loss) after tax 1,563 /2 (196) 314 185 307
Statement of Finanacia Position
Paid up capitdl 10,000 10,000 10,000 5,680 5,280 5,280
Reserves 026 614 58 23 210 173
Unappropriated profit/ { oss) 1,474 212 (171) 267 % 8
Shareholders' equity 12,400 10,826 10,352 6,220 5015 5,461
Surplus on revaluation of assets-net oftax 1,276 1,618 834 647 77 130
Met Agsets 13,676 12,444 11,186 6,867 6,242 5,591
Totd Assets 216165 180,846 174731 101984 8685 74749
Earning Assets 183,421 152,453 146,200 90,629 77398 65,710
Gross Financings 130,828 9,249 82361 41,698 38,332 27,934
Finandngs-net of provisions 119,155 77,817 68,709 41,097 38,309 27,433
Non-pertorming Loans (NPLs) 15,837 14,534 15,684 1,062 1,109 1,205
Investments-net of provisions 42,092 16,317 35,886 30,655 31,610 28,994
Totd Licbilities 202,489 168,400 163,045 0,107 80613 68,658
Deposits & other acosurts 175,249 154,400 153,058 90,331 75,226 64,216
Current & Saving Deposits (CASA) 136,273 111,087 102,491 55,234 40,556 33,925
Borrowing 15,571 6,066 3,198 561 2538 1,621
Cost bearing Liabilities 136,010 110,912 110,800 73,688 5,141 54,373
Contingendes and cornrmitrn ents 22,435 27,184 29022 9538 10,308 8,238
Finandal Ratios
Profit before tax ratio (PBT/ total income) 2.58% 16.55%, -6.36% 1.79% 10.43% 16.43%,
Net Spread earned / Profit Earned 49309, 142 829, 42.05%, 492,999, 29.749% 41.47%,
Cther income to tota income 15,855, 12.81% 13.30% 15.86% 15.36% 11.83%
Tota income/ Other expense ratio (exd. provisions) Times 0.9 0.81 0.85 1.15 117 1.24
Return on average equity (ROE) 13.46% 4.27% -2.37% 2.235% 3328% 5.78%
Refurn on average assets (ROA) 0.79% 0.25% -0.14% 0.33% 0.23% 0.96%
Return on Capital Bnpl oyed (ROCE) 0.10% 0.68% -0.22% 0.58% 0.43%, 0.77%
Earning per share (EPS affer tax) Rs. 1.5509 04487 (0.2437) 05777 0.3467 0.5809
Gross finandngs/ depositratio 72.99%, 58.26% 53.81% 46.16% 51.75% 43.50%
Net finandngs / depositratio 66,47 % 50.40%, 44.89%, 45.50% 50.92% 42.72%
Ereakeup val ue per share (exd surplus on rev. of assets) Rs. 12.30 10.74 10.27 10.80 10.45 10.34
Bredkup val ue pershare (ind .surplus onrev. of assets)  Rs. 13.57 12.35 11.10 11.92 11.82 10.59
Earning assets o total assefs ratio 84.85% 84.32% 83.91% B8.87 % 89.11% 88.50%
Earning assets to costbearing Liabilities Times 1.35 137 1.32 1.23 119 1.21
CASAto Total Deposits 6453 71.92% 66.96% 61.15% BI1% 52.8%
NFLs to Gross Finandngs ratio 12.11% 16.16% 19.04% 2.55% 2.85% 431%
Total Assets to Equity (exd.surplus onrev. of assets) Timnes 17.43 1670 16.63 16.40 15.75 12.60
Deposit to sharehal ders” equity Tines 14.46 1426 14.79 1452 13.64 11.76
Capital Adequacy Ratio 14.68% 12.83% 12.34% 16.70% 10327% 15.13%
Mark et v ue per share-Dec31 Es. 9.2¢ 13.36 11.50 981 6.94 9.21
Non Finanacia Information
Nimber ofbranches 330 321 317 213 201 141
Tota number of anployees 3,350 3,206 2,924 2,150 1,520 1,410
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Notice of Annual General Meeting

Notice is hereby given that the 14th Annual General Meeting of the Members of BankIslami Pakistan
Limited will be held Inshallah on Saturday, April 28, 2018 at 09:30 a.m. at Regent Plaza Hotel &
Convention Centre, Shahrah-e-Faisal, Karachi to transact the following business:

ORDINARY BUSINESS
1- To confirm minutes of the 13th Annual General Meeting of the Bank held on A pril 11, 2017.

2- To receive, consider and adopt the Annual Audited Accounts of the Bank and Consolidated
Audited Accounts of the Bank for the year ended December 31, 2017 together with the Auditors;
and Directors; Reports thereon.

3 To appoint Auditors of the Bank for the year ending December 31, 2018 and to fix their
remuneration. The present auditors, EY Ford Rhodes, Chartered Accountants, retire and being
eligible, offer themselves for re-appointment.

SPECIAL BUSINESS

4 To approve remuneration of Chairman, Vice Chairman, Independent Directors and
Non-Executive Directors of the Bank as required under Prudential Regulations for Corporate /
Commercial Banking issued by the State Bank of Pakistan.

A statement of material facts under Section 134(3) of Companies Act 2017 in respect to above
mentioned special business to be considered at the Annual General Meeting is being sent to the
members alongwith the Notice.

By Order of the Board
3

4y

Khawaja Fhrar ul Hassan
Company Secretary

Karachi: A pril 7, 2018
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STATEMENT UNDER SECTION 134 (3) OF THE COMPANIES ACT 2017

This statement set out the material facts concerning the resolution contained in the Notice pertaining to
the special business to be transacted at the Annual General Meeting of the Bank to be held on April 28,
2018.

Agenda Item No. 4

To approve remuneration of Chairman, Vice Chairman, Independent Directors and Non-Executive
Directors of the Bank as required under Prudential Regulations for Corporate / Commercial Banking
issued by the State Bank of Pakistan.

Election of Directors was held on April 11, 2017. After election of directors in the Board meeting held on
June 20, 2017 Directors had fixed the remuneration for Chairman Rs. 300,000/ - (Rupees: Three hundred
thousand only) per Board Meeting, the remuneration for Vice Chairman Rs. 150,000/ - (Rupees: One
hundred fifty thousand only) per Board Meeting, the remuneration for non-Executive Director Rs.
100,000/ - {Rupees: One hundred thousand only) per Board Meeting and the remuneration for
Independent Director Rs. 200,000/~ (Rupees: Twwo hundred thousand only) per Board Meeting. As per
Prudential Regulations the scale of remunerations for the chairman and director(s) is subject to
shareholders approval in the Annual General Meeting. The remuneration of the chairman, vice
chairman / director(s) is being recommended to compensate them adequately for their greater time
commitment and legal exposure with regard to participate in Bank's Board meetings. The following
resolution is proposed to be passed by the shareholders with or without amendments:

“RESOLVED that the remuneration of the Chatrman be fixed Rs. 300,000/- (Rupees: Three hundred thousand
only) per Board Meeting, the remuneration for Vie Chairman be fixed at Rs. 150,000/- (Rupees: One hundred
fifty thousand only) per Board Meeting, the remuncration for non-Executive Director be fixed Rs. 100,000/-
(Rupees: One hundred thousand only) per Board Meeting, the vemunevation for Independent Divector be fixed at
Rs. 200,000/- (Rupees: Teo hundred thovsand only) per Board Meeting.”

The Chairman, Vice Chairman, Non-Executive Directors and Independent Directors are interested in
the Special Business to the extent of the proposed remuneration of the Chairman, Vice Chairman,
Non-Executive Directors and Independent Directors as stipulated above. Other than that the Directors
have no interest in the Special Business.
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1 The Members' Register will remain closed from April 22, 2018 to April 28, 2018 (both days
inclusive).

2 Amember eligible to attend and vote at this meeting may appoint proxy to attend and vote in
the meeting,.

3. Proxies in order to be effective must be received at the registered office of the Bank not less
than 48 hours before the time of the meeting,.

4. Central Depository Company of Pakistan ("CDC" ) Account holders will further have to
follow the under mentioned guidelines as laid down by Circular No. 01, dated January 26,
2000, issued by the Securities and Exchange Commission of Pakistan:

For Attending the Meeting;:

i In case of individuals, the account holder or sub acccunt holder and/or the person
whose securities are in group account and their registration details are uploaded as per
the Regulations. shall authenticate his /her identity by showing his/her original
Computerized National Identity Card ("CNIC") or original passport at the time of
attending the Meeting.

id. In case of corporate entity, the Board of Directors’ resolution / power of attorney with
specimen signature of the nominee shalt be produced (unless it has been provided
earlier) at the time of the Meeting,.

For Appointing Proxies:

i In case of individuals, the account holder or sub-account holder and/or the person
whose securities are in group account and their registration details are uploaded as per

the CDC Regulations, shall submit the proxy form as per the above requirement.

ii.  The proxy form shall be witnessed by the two persons whose names, addresses and
CNIC numbers shall be mentioned on the form.

ii.  Attested copy of CNIC or the passport of the beneficial owners and the proxy shall be
furnished with the proxy form.

iv.  The proxy shall produce his/ her original CNIC or passport at the time of the meeting,

v, In case of corporate entity, the Board of Directors resolution/ power of attorney with
specimen signature shall be submitted along with proxy form of the Bank.

5. Members are requested to promptly notify Share Registrar Department, Central Depository

Company of Pakistan Limited, CDC House, 99 — B, Block ‘B, SMCHS, Main
Shahra-e-Faisal, Karachi-74400 of any change in their address.



The Bank has allowed by SECP Notification No. SRO 470 (I)/ 2016 dated May 31, 2016, has
circulated the Annual Audited Financial Statements for the year ended December 31, 2017
alongwith Auditor’s report and Directors’ reports etc., to the shareholders through electronic
medium ie. DVD/CD at their registered address instead of transmitting the said annual
accounts in hard copies. However, a shareholder may request to the Company Secretary at the
Registered Office of the Bank located at 11th Floor, Executive Towers, Dolmen City, Marine
Drive, Block-4, Clifton, Karachi to provide hard copy of Annual Audited Accounts instead of
DVD/CD and the same will be provided at his / her registered address, free of cost, within
one week of the demand. In this regard, a ‘Statement Request Form" has been placed on
website of the Bank for shareholders to communicate the need of hard copies of the Annual
Audited Accounts instead of sending the same through DVD/CD. A shareholder may also
prefer to receive hard copies of all future Annual Audited Accounts.

The Shareholders having physical shareholding may open CDC sub-account with any of the
brokers or Investors Account directly with CDC to place their physical shares into script-less
form, this will facilitate them in many ways including safe custody and sale of shares, any
time they want, as the trading of physical shares is not permitted as per existing regulations
of the Stock Exchange. Further, Section 72 of the Companies Act 2017 states that after the
commencement of the Act from a date notified by SECP, a company having share capital, shall
have shares in book-entry form only. Every existing company shall be required to replace its
physical shares with book entry form in a manner as may be specified and from the date
notified by SECP, within a period not exceeding four years from the commencement of the
Act.

Section 242 if the Companies Act 2017 requires that the listed companies shall pay cash
dividend only through electronic mode directly into the bank account designated by the
shareholders. SECP vide its notification SRO 1145 (I)/2017 has also issued the Companies
(Distribution of Dividends) Regulations, 2017 whereby every shareholder shall be responsible
to provide valid information pertaining to its designated bank account to disburse any
dividend payable in cash only through electronic mode directly into the bank account
designated by the entitled shareholders.

In this regards, Bank has already communicated through its letters addressed to the
shareholders individually along with newspapers publications requesting to provide the
International Bank Accounts Number (“IBAN") designated by the shareholders to receive the
cash dividends electronically. Hence, shareholders are requested to fill the required fields of
Bank's letter enclosed with the Notice of AGM and also available on website of the Bank:

www.bankislami.com.pk and send the same to the Share Registrar and Transfer Agent of the
Bank. In case of shares held as book-entry securities, the said information would be required
to be provided to Central Depository System (“CDS”) through CDS Participants. (Please
Ignore, if the said information has already been provided).
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10.

In pursuance with the Securities and Exchange Commission of Pakistan (“SECP”)
Notification No SRO.831 (1)/2012 of July 3th, 2012 in suppression of earlier notification No.
SRO 779 (1)/2011 of August 18, 2011, SECP directed all listed companies to mention
Computerized National Identity Card (CNIC) / NTN numbers of the registered members on
the dividend warrant. The Shareholders having physical shares are once again requested to
immediately send a copy of their valid Computerised National Identity Card (C.N.LC) to our
Registrar Office, Share Registrar Department, Central Depository Company of Pakistan
Limited, CDC House, 99 — B, Block ‘B, 5.M.C.H.S., Main Shahra-e-Faisal, Karachi-74400 for
printing /insertion on dividend warrants. In case of non-receipts of copy of valid C.N.LC
{(Unless it has been provided earlier) and non-compliance of the above requirement the
company will be constrained to withhold dispatch of dividend warrants to such shareholders
as per S.E.C.P SRO and directives. The corporate entities has also advised to submit the NTN
number to the above given address.

Consent for Video Conference Facility

For this Annual General Meeting, under following conditions, Members can also avail video
conference facility at Lahore & Islamabad.

If the Bank receives consent from members holding in aggregate 10% or more shareholding
residing at a geographical location, to participate in the meeting through video conference at
least 10 days prior to date of meeting, the Bank will arrange video conference facility in that
city subject to availability of such facility in that city:

The Company will intimate members regarding venue of video conference facility at least 5
days betore the date of general meeting along with complete information necessary to enable
them to access such facility

In this regard, members who wish to participate through video conference facility at Lahore
& Islamabad should send a duly signed request as per following format to the registered
address of the Bank at least 10 days before the date of general meeting.

1/We, of , being a
member of BankJslami Pakistan Limited, holder of Ordinary
Share(s) as per Registered Folio No. hereby opt for video conference
facility at

Signature of Member
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Directors’ Report

Dear Shareholders,

On behalf of the Board, I would like to present the fourteenth Annual Report of BankIslami Pakistan
Limited (“the Bank’ or 'BIPL’ or “BankIslami’) for the year ended December 31, 2017. The following are
the key financial highlights of the year:

Dec-17 Dec-16 Growth (%)
.........Rupees in millions.........
Total Deposits 179,249 154,400 16.09%
Total Assets 216,165 180,846 19.53%
Total Financing and related assets-net 119,155 77,817 53.12%
Total Investments 42,092 46,317 -9.12%
Shareholder's Equity 13,676 12,445 9,90%
Profit After Tax 1,563 452 245.60%
Basic Earnings per share-rupees 1.551 0.449 245.60%
Branches network- Number 330 321 2.80%

The Board of Directors’ during the year comprised of the following;

Mr. Ali Hussain Chairman

Mr. Fawad Anwar Vice Chairman
Mr. Ali Mohamad Hussain Ali Mohamad Alshamali
Dr. Amjad Waheed

Mr. Hasan A. Bilgrami Chief Executive Officer
Mr. Noman Yakoob

Mr. Siraj Ahmed Dadabhoy

By the Grace of Allah SWT, BankIslami completed another year with growth in key areas despite all the
challenges.

Deposit and cost rationalization

Deposit mobilization by the Bank improved by 16.09% over last vear. In addition, its Current and
Saving Accounts (CASA") mix also improved from 71.58% to 75.69%, helping in reducing the average
cost of deposits to 2.69% from 3.61% during last year, an im provement of 91bps. Resultantly, the gross
spread or net spread before provisions improved to 49.30% from 42.82%, which is 648 bps better as
compared to last year

e Ali Raza Siddiqui and Mr Kamal Afsarretired from the Board on April 11, 2017, Ir Suleman Lalani weas elected as Director
in Annual General Meeting and his appointment was subject to SBF's approval. Mr. Ruhail Mohammed appointmentwas made
on October 25, 2017 and was subject to SBP's approval.
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The branch network of BankIslami has grown to 330 branches in 114 Cities of Pakistan, thereby
increasing our presence in 9 more Cities of Pakistan this year. The number of bank accounts also grew
by 83,254 in this year compared to 74,586 last year. The improved Customer base would provide
additional cross-sell opportunities to the Bank going forward. The deposit per branch of the Bank
improved to Rs. 543 million compared to Rs. 431 million last year, showing that the branches are
expanding their penetration.

506,000
' 706,887
F00, 000 603633
E00, 000 543,047 .
500,000 .
400,000 398154 =
300,000 239763 263 :
200,000 .
100,000 I o .. ! o —
0
2012 2013 2014 2015 2016 2017

Number of Depository Accounts

Since inception, the Bank has made focused efforts to enrich its digital banking offering which is
supplemented by alternate delivery channels so as to enhance its service delivery that provides
delightful customer experience. During the year, Bank added various features to its digital banking
plattorm such as secured online shopping, enhanced transaction limits, and host of merchant discounts
on Debit Card point of sale (POS) use. It upgraded its Mobile Application and Internet Banking services
which has gained immense popularity and increased active users.
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Financing

Overall growth in the financing portfolio was 53.1% compared to 13.3% in the previous year. The
Financing (Advances) to Deposit 'ADR’) ratio improved to 66.5% in comparison to 50.4% last year. The
share of consumer financing in total financing grew to 15.24% from 14.75% in line with the Bank’s
strategy to concentrate on retail business and cross selling. A total of 4,327 automobiles and 460 houses
were financed by the Bank this year with housing portfolio crossing the Rs. 11bn mark. The growth in
overall consumer portfolic was 50.32% during the year compared to 47.69% during last year, which
was very forthcoming for the overall revenue growth of the Bank as it helped in im proving the spreads.
New products on retail financing front will soon be rolled out to give an impetus to the growth.

Operation & Cost rationalization
The administration expenses showed a marginal increase of 2. 3% which should be one of the best in the
industry. Process rationalization and increased use of automation were main drivers.

Improvement in revenue streams, measures to control expenses, better asset to deposit mix and tax
management have resulted in the Bank reporting profit after tax of Rs. 1,563 million compared to Rs.
452 million reported last year. Alhamdulillah. The Bank plans to transfer the surplus due to Deferred
Tax recognized in the current year’s Profit & Loss Account to reserve for bad debts and contingencies.
No part of it is proposed to be distributed to the shareholders.

Despite of this cost rationalization and complete integration of the Defunct KASBE Bank, the Bank had
been under stress for some time due to regulatory merger with Defunct KASB Bank. The
amalgamation, which benefited the entire Banking system of the country, was funded largely by
BankJslami. We would like to put on record that payments to the depositors of the Defunct KASE Bank
were about Rs. 27 billion, most of which were from the resources of Banklslami, which is
unprecedented.

A detaied discussion on financial performarce is contaned in the Management Discussion and Analysis Section
of the Annual Report.

New Initiatives

During the year, the Bank initiated number of projects in the Digital Banking front such as upgrading
its Mobile application, revamping its Internet Banking service, introducing voice guided ATMs etc. It
has also launched Bio-Banking service whereby through biometric thumb impression, a BankIslami’s
account holder can perform number of banking transactions at BankIslami’s branch counter without
any cheque book or paper based form. This initiative, a first of its kind in Pakistan, is well received by
the customers and we are delighted to share that by the end-December 2017, the share of Bio-Banking
transactions crossed 11% of the total eligibie counter transactions.
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The Bank started offering China’s Union Pay Debit cards besides Visa Debit Cards to its account
helders. It is in process of launching Visa Supplementary cards, PayPak and MasterCard Titanium
Debit cards as well. A biometric payment solution, Thumbpay, has been developed and it is in the
process of implementation at various merchants.

The Bank introduced products for Tractor Finance, Equipment Finance and Warehouse Receipt Finance
as part of its agriculture financing business. It enabled the Bank to surpass the SBP’s agri-credit
disbursement target given to BankIslami. Shariah advisory service was provided to Ghani Gases
Limited and AGP Limited for their Sukuk structuring.

During 2017, Investment Banking made good stride in terms of innovation and market visibility. The
Bank was the Lead Arranger & Advisor of Pakistan's First Shariah Compliant Islamic Commercial
Paper of Rs. 1.5 billion by Hascol Petroleum Ltd. This unique transaction was applauded for its
innovative structuring and was also covered by Islamic Finance News (‘IFN’) Malaysia in their
publication.

Bank’s initiative of reducing carbon footprint by shifting towards hybrid solar power has resulted in
140 branches having installed capacity of approximately 530 Kilowatts.

It has worked addressing the root causes of customer complaints which has led to reduction in
complaints re-occurrence rate thereby enhancing the quality of customer experience at the Bank.

New Internal Service Measures (ISM) were introduced to broaden the internal scope of services and to
focus on service excellence.

Total 297 training sessions were conducted for 5,955 participants. Around 82 training sessions were
conducted on Islamic Banking Concepts and specialized Product Training whereby over 1,850
employees were trained. Twelve Certified Leadership Courses were conducted in Karachi, Lahore,
Islamabad, Quetta, Multan and Hyderabad for Area Managers, Hub Managers, Branch Managers and
Customer Services Managers. Other training sessions including soft Skills such as Customer Service,
Business Communications, Sales and Orientation programs were held country wide.

Future Strategy

The Bank envisions itself to be a leading player in the Islamic Banking industry going forward. It is
expected that the cost impact of amalgarnation of the Defunct KASB Bank shall be fully absorbed in
next couple of years, which has put strain on the profitability of the Bank. Moreover, Digital innovation
is a key area where the Bank has always taken pioneering initiatives and would continue to do so in
order to become the exclusive one-stop Shariah complaint financial solution provider for its customers.
Moreover, the Bank has planned to launch new products in the area of consumer finance so as to
leverage its large captive retail customer base.

Corporate and Financial Reporting Framework

The Board of Directors is fully cognizant of its responsibility under the Code of Corporate Governance
issued by the Securities and Exchange Commission of Pakistan and adopted by the State Bank of
Pakistan. The following statements are a manifestation of its commitment towards high standards of

Corporate Governance and continuous organizational improvement:

1 The financial statements prepared by the Management of the Bank present fairly its state of
affairs, the results of its operations, cash flow and changes in equity.



2 Proper books of account of the Bank have been maintained.

3 Appropriate accounting policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.

4 International Financial Reporting Standards, as applicable in Pakistan have been followed in the
preparation of financial statements and any departure there from has been adequately disclosed
and explained.

5 The system of internal control is sound in design and has been effectively implemented and
monitored.

6 There are no doubts upon the Bank’s ability to continue as a going concern.

7 There has been no material departure from the best practices of Corporate Governance as

detailed in the listing regulations.

8 The value of investments of the Bank’s Provident Fund and gratuity fund based on un-audited
accounts at December 31, 2017 amounted to Rs.676.913 million and Rs.281.620 million
respectively.

9 Following information enclosed as annexure to the Directors’ Report.
® The purchase and sale of shares by the Directors and the Chief Executive during the year.
® Key operating and financial date of last six years.

@ Number of Board meetings, Audit and Human Resource & Compensation Committee
Meetings held during the year and attendance of each director

Compliance with Code of Corporate Governance

The requirements of the Code of Corporate Governance set out by Pakistan Stock Exchange in its
listing regulations relevant for the year ended December 31, 2017 have been adopted by the Bank and
have been duly complied with. A statement to this effect is annexed with the report.

Risk Management

Committees related to the management of risks at BankIslami form the main layer of the risk
management framework; the inflow and outflow of information is through the dedicated risk
management unit. The Heads of Credit, Risk management, Operations, Finance, Treasury and other
related functions review the critical risk areas of operational, credit and market risk as well as other
risks being faced by the Bank, along with the magnitude of their impact and likelihood of cccutrence.

BanklIslami perceives the management of risk not to be limited to a department or a function, but rather
a part of daily business routine. Ideas and decisions are largely based on the risk and reward trade-off
some of the ideas which never see the light of the day are usually the ones which have been shelved
due to an unacceptable risk level. The risks when identified and analyzed are further weighed against
the applicable risk weights and its impact reviewed on a periodic basis. This pro-active approach helps
in outlining the Bank’s risk tolerance level vis-a-vis it's risk appetite in relation to its size, current
position and market standing, with a view to refine processes, controls and guidelines to not only
mitigate, but also to effectively manage risks.
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The Bank is party to several litigations either initiated by it or initiated againstit by various parties. The
Bank is confident based on legal advice that there exists no material uncertainty due to litigations.
Similarly, no adverse outcome is anticipated on inquiry/investigations against the Bank and/or its
staff. There was no change in the nature of business of the Bank and any of its subsidiaries during the
year.

Credit Rating

The Pakistan Credit Rating Agency Limited (PACRA) maintained the long-term entity rating of
BankIslami at "A+" and short-term rating at “A1".

Pattern of Shareholding
The Pattern of shareholding as at December 31, 2017 is annexed with the report.
Auditors

The present Auditors EY Ford Rhodes Chartered Accountants., retire and being eligible offer
themselves for re-appointment. As required under the Code of Corporate Governance, the Audit
Committee has recommended the appointment of EY Ford Rhodes Chartered Accountants. , as
Auditors for the year ending December 31, 2018.

Acknowledgments

The Board would like to place on record its deep appreciation to the State Bank of Pakistan for
providing assistance and guidance. It would also like to thank the Securities and Exchange
Commussion of Pakistan and other regulatory authorities for their support to us. We would like to
express our gratitude to our valued customers, business partners and shareholders for their continued
patronage and trust. Moreover, we would also like to acknowledge the dedication, commitment and
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On behalf of the Board,

Hasan A Bilgrami
Chief Executive Officer
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Annexure To Directors' Report

The purchase and sale of shares by Directors and Chief Executive Officer during the year are
given below:

Name Designation | No. of Shares | Shares held/ | No. of Shares
as at Jan. 01, subsciibed as at Dec. 31,
2017 during the Year 2017

Mr Ali Hussain Chairman 158,967,492 0 158,967,492
Mr. Fawad Anwar Vice Chairman 1,750 0 1,750
Dr. Amjad Waheed Director 0 500 500
Mr. Hasan A. Bilgrami CEOQ 939,697 0 939,097
Mr Noman Yakoob Director 0 16,709,207 16,709,207
Mz Siraj Ahmed Dadabhoy Director 5,000 0 3,000

* Mr. Ali Raza Siddiqui and Mr. Kamal Afsar had 9,544 and 1,000 shares respectively as atJanuary 1, 2017, Both the
Directors retired on April 11, 2017, During that term no sale { purchase made by them in Bank's shares

Attendance of Board of Directors for the Year 2017:

Director Name Total Attended
Mr. Ali Hussain 5 D
Mr. Fawad Anwar 5 5
M. Ali Raza Siddiqui * 2 2
Mz Ali Mohamad Hussain Ali Mohamad Alshamali 5 3
Dr. Amjad Waheed 3 3
Mr. Hasan A. Bilgrami 5 5
Mr. Kamal Afsar * 2 0
Mr. Noman Yakoob 3 3
Mz Siraj Ahmed Dadabhoy 3 3
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Annexure to Directors' Report

Attendance of members of Board Committees for the Year 2017:

Audit Committee
Name Total Attended
Mr. Fawad Anwar 1 1
Mr. Ali Raza Siddiqui 1 1
Dr. Amjad Waheed 3 3
Mr. Ali Mohamad Hussain Ali Mohamad Alshamali 4 3
Mr. Noman Yakoob 3 3

Risk Management Committee

Name Total Attended
Mr. Fawad Anwar 1 1
Dr. Amjad Waheed 1 1
Mr. Hasan A. Bilgrami 1 1

Human Resource Management Committee

Name Total Attended
Mr. Ali Mohamad Hussain Ali Mohamad Alshamali 3 3
Mr. Fawad Anwar 3 2
Mr. Hasan A. Bilgrami 3 3
Mr. Siraj Ahmed Dadabhoy 3 2
Board Remuneration Committee
Name Total Attended
Mr. Ali Mohamad Hussain Ali Mohamad Alshamali 2 2
Mr. Fawad Anwar 2 2
Mr. Siraj Ahmed Dadabhoy 2 1
Executive Committee
Name Total Attended
Mr. Ali Hussain 1 1
Mr. Fawad Anwar 1 1
Mr. Hasan A. Bilgrami 1 1
Mr. Siraj Ahmed Dadabhoy 1 1
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Management Discussion and Analysis

BUSINESS ENVIRONMENT™:

The Pakistan economy strengthened during the year of 2017. The macroeconemic indicators showed
positive signals despite the political situation being rather tumultuous during the year. The impetus to
the growth momentum were improvement in security situation, better power supply, relatively low
inflation and stable interest rates. Furthermore, economic activity is expected to continue to grow at a
healthy pace on the back of robust domestic consumption and CPEC related projects after the
upheavals of the election year are contained. A brief synopsis of the business environment for the year
2017 is as follows:

Gross Domestic Product (GDP):

For the period of FY07-17, Pakistan’s GDP growth had averaged at 3.86%. In FY17, Pakistan’s growth
momentum continued to be favorable. The GDP growth rate reached 5.28%, the highest it had achieved
in last 10 years. This was a 77 basis points rise on a year on year basis from 4.51% in FY16, although
talling short of the target of 5.70% for the year.
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The agricultural sector reached a record growth of 3.46% in FY17 compared to a nominal growth of
0.27% in FY16 which was an increase in growth by 319 basis points on a year on year basis. Not only
did it achieve its target growth of 3.50% for FY17, this is the highest growth the sector has seen over the
past 5 years as well.

Recovery in key crops was a main cause for this improvement followed by support from livestock
which maintained its growth of 3.40% in FY17. The increased production of all crops was a result of rise
in fertilizer use as well as government support. The government provided subsidies on fertilizers as
well as timely fixed support prices of sugarcane and wheat along with reducing taxes on pesticides.

1 All economic data, unless otherwise stated, are taken from various reports of the State Bank of Pakistan
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The industrial sector witnessed a growth rate at 5.02% in FY17 as compared to 5.80% in FY16, thus
maintaining its momentum. This was also significantly lower than the target of 7.70% for the year. The
reason for not fulfilling its expected potential was due to a decline in growth in mining and quarrying,
electricity generation and distribution and gas distribution sectors. The significance of these sectors
may be judged by the fact that last year these sectors contributed almost one-third to industrial
performance.

The services sector continued to accelerate forward and in FY17 grew by 5.98%, the highestin 11 years,
compared to 5.55% last year. This sector contributed about 60% tc the overall GDP growth. Service
sector growth was supported by growth in the finance & insurance, wholesale & retail trade and
telecommunication sub-sectors of the economy:

It is encouraging to see Pakistan’s economy showing an upward trend during the first half of the
current fiscal year. The State Bank has projected that the economy would achieve 6.0 percent GDP
growth for FY18. Whereas, World Bank expects to see 5.50% GDP growth. Similarly, IMF expects it to
grow at 5.60 percent for this fiscal year, supported by improved security conditions, energy supply,
infrastructure investment and agriculture growth.

Large Scale Manufacturing Growth:

Large Scale Manufacturing (LSM') witnessed a growth of 4.93% in FY17 compared to 2.90% in FY16,
which is an increase of 199 basis points on a year-on-year basis. This improved performance was broad
based as a number of industries performance comparable better, namely steel, food and beverages,
automobile, pharmaceuticals and electronics etc. However, the main contributor to the LSM sector
growth is attributed to the sugar sector which showed a growth of 37.80% in FY17.

Inflation:

Consumer Price Index ('CPI'), that measures inflation, saw a significant rise in 2017 as compared to
2016. In FY17, CPlinflation averaged 4.20% significantly lower than the government target of 6.0%. The
CPI inflation reached 5.0% in May 2017 and then went down to as low as 2.9% in July 2017. However,
by December 2017, it crept upward to 4.6% compared to 3.7% in December 2016. The inflation was
caused by both domestic demand and supply side factors mainly from tood items. Also, recovery was
witnessed in average prices of large number of items in CPI basket. Additionally, an uptick in global oil
prices was also witnessed. There was also a gradual rise in core inflation, mainly on back of increase in
house rent, education and health related expenses. For FY18, it is estimated by State Bank that overall
inflation shall remain well below the target of 6.0% taking into account the increase in global oil prices
as well as rupee depreciation against US dollar.
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Forex Reserves:

Positive trends in the real sector such as industrial expansion, energy supply improvements and rising
consumer spending triggered demand for imports which rose to a record of US$ 52.7 billion in CY17.
Import bill was further burdened by CPEC related power and road construction machinery imports
pressuring the Foreign Exchange ('FX') reserves which declined by approx. US$ 3.0 billion in CY17
after rising for 3 consecutive years. The FX reserves closed the year 2017 at US$ 20.1 billion as compared
to US$ 23.2 billion in Dec’16. The FX reserves have seen alot of fluctuations in 2017 and by Nov'17, the
SBP’s official FX reserves had depleted to US$12.6 billion from US$18.2bn in end of Dec’ 16 due to rising
trade deficit and debt related payments. The current account deficit during CY17 had widened to over
US$15.3 billion, which was 118% higher compared to US$7.0 billion in CY16. This depletion in FX
reserves was countered by a U5$2.5 billion float of dollar denominated bonds by the Government of

Pakistan in the international markets. Trade imbalance and debt payments would keep the FX reserve
under pressure in 2018 as well.
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Forex Reserves Movement

Foreign Remittances:

The growth rate of remittances inflow has been declining for the past four years to the peint that CY17
has witnessed a negative growth rate of -0.7% as opposed to a growth rate of 2.5% in CY16 and 11.8%
in CY15. Despite a decline in the inflow of remittances from the GCC region, Saudi Arabia and the UAE
still constitute 49.1% of the inflow in CY17. Inflows from the GCC region continued its decline by 5.0%
in CY17, following the decrease of 0.4% in CY16; this was compared to a growth from the region of

17.51% in CY15. This is a result of the decline in the demand of migrant workers for construction work
by the Gulf economies.

'
il |
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US$% Pak Rupee parity:

The Rupee depreciated significantly by 5.29% against the US Dollar in the inter-bank market to
Rs.110.46/ US$ on December 31, 2017 from Rs.104.91/ US$ on December 31, 2016. For the first half of
CY17, the exchange rate remained relatively stable. However, on 05 July 2017 the rate witnessed a jump
of 3.08% in a single day; followed by areduction of -1.54% the next day to eventually stabilizing around
the Rs.105.4/US$ mark and remained fairly stable for 5 months. It then saw another jump in December
2017 of 3.49% reaching to around Rs.110.7/US$ mark, albeit showing volatility. Despite a volatile
environment in the global currency market during CY17, the Rupee has remained relatively stable
vis-a-vis the US Dollar.

Rs.
111.0‘
110.0 |—
109.0‘ —
108.0} i
107.0‘ =
106.0
1050 e RN
104.0 . . . . . ; . . . .
e T~
S & 2 & & B £ Ot oH % A B B o2 Y
EEE S LEEE 522888 2 2
€ & g & 2 2 g & & 4 =88 3 ¢

US$ Pak Rupee parity Movement

Foreign Direct Investment:

The net Foreign Direct Investment (FDI') was US$ 2,690.9 million in CY17 in comparison with US$
2,479.67 million in CY16, an increase ¢f 8.52%. The sectors which atiracted FDI were Power,
Construction, Financials, Oil and Gas explorations and Petroleum Refining. Largest contributor to the
FDI was China with 66.16% share followed by United Kingdom with 6.91% share and Malaysia with
4.76% share. China is the largest investor in Pakistan and the main beneficiary of the Chinese
investments is the Power and Construction sectors linked to CPEC projects.

Debt Situation:

Gross public debt as a percentage of GDP stood at 63.5% at CY17 whereas the Fiscal Responsibility and
Debt Limitation (‘FRDL’} Act, 2005 requires the federal government to maintain it at 60 percent. The
domestic debts increased by Rs. 1,245 billion compared to last year. The profile of domestic debts
during 2017 show that the share of PIBs in domestic debts have remained relatively stable, Market
Treasury Bills (MTBs’) have an increased share and Market Related Treasury Bills (MRTBs’) have had
a declining share in domestic debts. Domestic interest payments were approx. 68.8% of total debt
servicing.



The table below highlights the public debt situation of Pakistan:

Rs. Bitlions Jun-16 | Dec-16 | Jun-17 Dec-17
I. Public Domestic Debt 13,626 14,193 14,849 15,437
II. Public External Debt 5418 5,461 5919 6,693
II. Debt from IMF 633 619 641 691
Sub-total (II+IIT) 6,051 6,080 6,560 7,383
Gross Public Debt (Sum I ¢o III) 19,677 | 20,272 | 21,409 22,821
Net Public Debt 17,823 | 18,386 | 19,635 20,879
As percent of GDP {%) FY16 | Dec-16 | FY17 Dec-17
Grogs Public Debt 67.6 63.6 67.2 63.5
Net Public Debt 61.2 57.7 61.6 58.1
Public Domestic Debt 46.8 44.5 46.6 43.0
Public External Debt 188 17.1 18.6 18.6

Pakistan’s public external debt saw an increase mainly from loans by IFIs, bilateral loans from China,
foreign commercial banks and Sukuk bond proceeds. The largest component of overall external debt is
still multilateral debt. Debt servicing was mainly paid to multilateral donors, commercial lenders,
maturity of US$ 750 million Eurobond (issued in FY07), repaying China SAFE deposits worth US$ 500
million and the gradual repayment of the Paris Club debt.

Monetary Policy:

In 2017, the aim of monetary policy was to consolidate the gains from the historically low level of
interest rates set at 5.75%. For CY17, it was a balancing act between an economic growth being below
target on the one hand and a broadening current account deficit on the other. Thus, the policy rate
remained unchanged at 5.75%. Im provements from these monetary policy measures were seen at both
the macro and micro levels such as the speedy expansion of private sector credit and improved energy
in real sector activities.

However, certain developments in the end of 2017 have led the SBP to raise the policy rate by 25 bps to
6.00% in January 2018. These developments include the depreciation of the rupee against the US dollar,
increased prices of crude oil, trend of increasing policy rates by international Central Banks and rising
demand pressures indicated by a narrowing output gap. The decision for increasing the policy rate was
to remedy an anticipated overheating of the economy and inflation rising beyond its target rate so as to
achieve balanced growth and stability in the medium to long run.
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Stock market:

Following a successful year in 2016, 2017 showed a dismal performance. The Pakistan Stock Exchange
(PSX), benchmarked by the KSE-100, showed a negative return of 20% in dollar terms and an absolute
negative return of 15.34% in 2017. This was the worst year for the PSX since 2008. On May 24th, the
index reached its all-time high of 52,874.46 points; however, it ended at 40,471.48 points on December
29th, the last trading day of the year which was a fall of 23.45%. The lowest the index went to was
37,919.42 points on December 19th. The cause of such a downfall seems to be rooted in the political
instability the country faced due to instances such as disqualification of the Prime Minister, uncertainty
regarding economic policies due to exit of the finance minister as well as the tension between the civil
and military leadership. Another reason for the bearish market was the failure, post MSCI
classification, to attract foreign investments. In anticipation of an inflow of international investments
post the upgrade of the PSX, the brokerage houses and mutual funds increased purchases. Although
the inflow was more or less as anticipated, very large outflows were unanticipated. This was triggered
by the negative political scene mentioned above as well as the worrisome economic conditions such as
the widening current account deficit and the extensive discussions on the need to depreciate the rupee.
Furthermore, while foreigners had 25% stake in the PSX at one time, they withdrew US$ 488 million
worth from the market. Majority of the stocks sold were in the banking, cement and power sectors,
although the mutual funds bought a significant share of the stocks sold worth some US$217 million.
Volatility is expected to continue in 2018 due to it being an election year.

Future Qutlook:

The Pakistani economy is expected to maintain its momentum with a goal to keep inflation and twin
deficits within its targets. The IMF and World Bank expect Pakistan to see greater but subdued growth
at 5.5%. Real economic activity is expected to continue on the back of improved energy supply and law
and order situation. In particular, the agricultural sector is expected to see continued performance from
the crop sector CPEC LSM growth is also expected due to improved infrastructure. Private sector
credit growth will continue to show positive trajectory.



The management of current account deficit would continue to be a challenge due to high import
demand for machinery, raw materials and consumer goods. Export growth is expected to recover and
workers’ remittances are also expected to recover given the PRI initiatives taken by the SBP.

An expected rise in public spending by the provincial government to complete development projects
in time before the elections this year, is likely to put pressure on the fiscal and external accounts. Thus,
the fiscal deficit is expected to remain close to the level of last year.

Maintaining the growth momentum going forward will depend on prudent economic policies in
particular for addressing the challenges of the external and fiscal accounts.

ISLAMIC BANKING:

The Islamic Banking Industry consists of 21 players, with 5 fully fledged Islamic Banks and 16 Window
operations of Conventional Banks. The Islamic Banking industry has 11.9%7 share in assets and 13.7%>
share in deposits of the overall Banking industry. The Islamic Banking network consist of 2,368
branches spread over 110 districts of Pakistan.

During 2017, the SBP updated Shariah Governance framework for Islamic Banking institutions (IBIs}
regarding external Shariah audit. Moreover, on its recommendation, the Government of Pakistan
provided tax neutrality to the Islamic Banking industry and its customers through the Finance Bill
2017. Furthermore, to facilitate the process of conversion of an existing conventional Bank into an
Islamic Bank, SBP issued detailed guidelines this year. On the other hand, SECP also announced that it
is making amendments to the Sukuk regulations of 2015 which would help reduce the cost of issue and
ease regulatory burden.

This year, the SBP conducted first fixed rental rate GOP Jjara Sukuk auction to raise Rs. 71 billion for
the Government. The impediments to potential of Islamic Banking sector need to be handled swiftly in
order to reap gains better than provided through its organic growth. InShaAllah.

STANDALONE FINANCIAL ANATLYSIS
A detailed analysis of the operating performance of the Bank is provided as follows:

Financial Condition:
The following table sets forth, for the year 2017, the Financial Position of the Bank and its comparison
with the previous reporting periods:

2 SBP'sIslamic Banking Bulletin as of Sept 2017
3 SBP's Islamic Banking Bulletin as of Sept 2017
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Table A
Financial Position
Rs in millions

Aseets 2017 2016 % change 2015 Y% change |
Cash and balances with reasury banks 11,784 8,921 32.1% 9,036 -1.3%
Balarnices with other banks 302 1,140 | -29.7% 1,781 -36.0%
Due from financial institutions -~ net 21,372 27,218 -21.5% 39,824 -31.7%
Investments 4200 | 46317 91% | 35886 29,1%
Federal Goot Securities 34,256 38,853 -11.8% 32,291 20.3%
Unlisted Sukuks 5,549 4,523 22.7% 1454 | 211.1%
Other Investments 7,388 7,831 -5.7% 7,268 7.7%
Provision for diminution in value
investment (5,101) (4,890) 4.3% (5,127) -4.6%
Pinancing 119,155 774817 53.1% 68,709 13.3%
Operating Pixed Assets 9,072 9,348 2.9% 8,829 5.9%
Deferred Tax Assets 7,702 5,918 30.1% 6,591 -10.2%
Other Aszets 4,186 4,167 0.5% 3,575 16.6%
Total Assets 216,165 | 180,845 19.5% | 174,231 3.8%
Equity & Liabilities
Equity Share Capital 10,079 10,079 0.0% 10,079 0.0%
Discount on issue of shares (79) (79) 0.1% {79} 0.1%
Reserves 926 614 50.9% 523 17.4%
Unappropriated profit/(Accumulated
losses) before transfers 1,474 213 | -591.9% (171) [ 224.2%

12,400 10,827 14.5% 10,352 4.6%
Surplus on revaluation of Assets-net of
Taxes 1,276 1,618 -21.1% 834 93.9%
Total Equity 13,676 12,445 9.9% 11,186 11.3%
Deposits 179,249 154,400 16.1% 153,058 0.9%
Current 58,217 45,038 18.7% 45,065 8.8%
Saving 77,464 61,484 26.0% 57,035 7.8%
Term 42,977 43,362 -0.9% 50,567 -14.2%
Others 593 516 14.8% 391 31.9%
Due to financial institutions 15,570 6,066 156.7% 3,198 B9.7%
Bills payable 2,989 2,274 31.4% 1,524 49.2%
Subordinated loans ~ - - - -
Preference share capital - - - - -
Liabilities against assets subject to
finance lease - - - - -
Deferred Tax Liabilities - - - - -
Other Liabilities 4,680 5,661 -17.3% 5,265 7.5%
Total Liabilities 202489 | 168401 20.2% | 163,044 3.3%
Total Equify and Liabilities 216,165 | 180,846 19.5% | 174,231 3.8%




The Balance sheet size grew by Rs. 35.3bni.e. 19.5% growth as compared to 2016. Increase in Assets was
mainly driven by the growth in financing beok i.e. 53.1% growth as compared to 13.3% in the previous
year. Investments took a dip of 9.1% as compared to an increase of 29.1% last year due to maturity of
Govt securities during the year Deferred Tax Assets (net) on the balance sheet has increased mainly
due to recognition of Deferred Tax Assets on prior vear’s losses. On the liabilities side, Deposits grew
by 16.09% over last year mainly supported by growth in Current Accounts and Saving Accounts by
18.7 % and 26.0% respectively. The Bank’s Equity grew by 9.9% due to accumulation of reserves and
profit.

Operating Resulis Data:
The following table sets forth, for the periods indicated, the Operating Results Data:

Table B
Operating Results Data
Rs in millions
2017 | 2016 | % change |2015 | % change

Profit Earned 10,354 | 10,127 2.2% | 8,834 14.6%
Profit Expensed 5249 | 5,791 24% | 5,119 13.1%
Net Spread Earned 5105 | 4,336 17.7% | 3,715 16.7%
Other Income 964 638 51.1% | 570 11.9%
-Fee income 647 362 78.9% | 408 -11.3%
-Dividend Income 32 24 33.3% 3 746.6%
-Income from foreign currencies dealing 84 43 95.8% 82 -47 8%
-Gain on sale of securities 122 98 24.6% 12 716.5%
-Un-realized gain on revaluation of
investment classified as HFT {0) 1 - - -
-Others 78 110 -28.7% 65 69.8%
Operating Income 6,069 [ 4,974 22.0% | 4,285 16.1%
Operating Expenses 6,303 [ 6,160 2.3% | 5,188 18.7%
Operating Profit/ (Loss) (235) [(1,186) -80.2% | (503) 31.3%
Total (Reversals of Provisions) /
Provisions (392) | (2,030) -80.7% | (631) 221.9%
Profit Before Tax 157 844 81.4% | (272) 409.9%
Tax, including Deferred Tax (1,406) 391 459.1% | (76) -612.5%
Profit After Tax 1,563 452 245.6% | (196) 330.8%

Profit Earned increased by 2.2%, whereas Profit Expensed reduced by 9.4% resulting in improvement
in Gross Spread ratio by 65bps i.e. from 42.8% to 49.3%. The increase in Other Income was 51.2% mainly
driven by increase in Fee & Commission Income and Income for FX dealing. Overall, the Operating
Income grew by 22% while Operating Expenses increased by 2.3% bringing the Operating loss down
by 80.3% from the previous year. Profit after Provisions and Tax accelerated on the back of
improvement in operating results, reversals of provisions for doubtful debts and deferred taxes.

Key Financial Ratios:
The following table sets forth, for the periods indicated, the Key Financial Ratios:
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Table C
Key Financial Ratios
2017 2016 % change 2015 % change |
Return on Average Equity (%) 13.46% 4.27% -215.3% -2.37% 280.4%
Return on Average Asseis (%) 0.79% 0.25% -209.3% -0.1% 279.4%
Earnings per share (Rs.) 1.55 (.45 -245.6% -0.24 284.1%
Book value per share (Rs.) 13.57 12.35 9.9% 11.10 11.3%
Fee to Income (%) 10.7% 7.3% 46.6% 2.5% -23.6%
Cost to Income (%) 102.1% 111.0% -8.1% 109.6% 1.3%
Branch Network 330 321 2.8% 317 1.3%
Cities covered 113 105 7.6% 93 12.9%

* Average Equity and Average Assets are after revaluation of assets

The Bank reported an increase in Return on Average Equity, Return on Average Assets and EPS for the
year ended. Book value per share increased by 9.9%. Fee to Income ratio improved due to focused
growth in fee income from trade business and alternate delivery channels. Increase in operating
income contributed to the improvement in Cost to Income ratio. The Branch network of the Bank
expanded by 9 more branches resulting in the Bank’s network to be the 12th largest in the Banking
Industry.

Net Profit Earned and Spread Analysis:
The following table sets forth, for the periods indicated, the Net Profit Earned and Spread Analysis:

Table D
Net Profit Barned and Spread Analysis

Rs in millions

2017 | 2016 | %change | 2015 [ % change
Profit Earned 10,354 | 10,127 22% | 8834 14.6%
Profit Expensed 5249 | 5791 94% | 5119 13.1%
Net Spread Earned 5105 | 4,336 17.7% | 3,715 16.7%
Profit Barning Assets 182,619 (151,352 20.7% | 144,419 4.8%
Profit Bearing Liabilities 194,820 | 160,466 21.4% [ 156,256 2.7%
Net Spread Margin (%) 3.06% | 2.93% 43% | 317% -7.5%
Yield on Profit Earning Assets (%) 6.20% | 6.85% 9.5% | 7.54% 9.2%
Cost of Profit Bearing Liabilities (%) | 2.95% | 3.66% -19.2% | 4.14% -11.7%
Spread (%) 3.25% | 3.19% 1.7% | 3.40% 6.1%

Increase in Profit Bearing Liabilities (21.4%) was in line with the increase in Profit Earning Assets
(20.3%). Yield on Prefit Earning Assets dropped to 6.20% due to underwriting quality assets in
financings which comes at lower yield but has lesser impact on Capital Adequacy Ratio (CAR).
Reduction in yield was offset by reduction in Cost of Profit Bearing Liabilities which resulted in
improvement in Spreads by 1.7%.
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Yields, Cost, Spreads and Margins:
The following table sets forth, for the period indicated, further analysis of Yields, Costs, Spreads and
Margins:
Table E
Yields, Cost, Spreads and Margins

2017 2016 |% change | 2015 | % change
Yield on Profit Earning Assets (%) 6.20% | 6.85% -9.45% | 7.54% -9.18%
- on Financing 6.69% | 7.24% -7.60% | 7.98% 9.27%
-on Investments 6.21% | 5.82% 6.70% | 6.70% -13.13%
-On SLR Investments 6.10% | 5.73% 6.46% | 6.23% -8.03%
-On Other Investments 6.85% | 6.11% 12.11% | 7.10% -13.94%
Cost of Profit Bearing Liabilities (%) | 2.95% | 3.66% | -19.20% | 4.14% -11.72%
-Cost of Deposits 2.88% | 3.26% | -11.59% | 3.53% -7.65%
-Cost of Borrowings 5.67% | 5.80% -2.24% | 5.95% -2.52%
Spread (%) 3.25% | 319% 1.71% | 3.40% -6.09%
Net Spread Margin (%) 3.06% | 2.93% 4.26% | 3.17% -7.54%

The decrease in Yield on Profit Earning Asset was mainly because of drop in yield on financings which
was due to underwriting quality assets, however, yield in investments has improved. Cost of Profit
Bearing Liabilities declined supported by reduction in Cost of Deposits. As the Bank took concrete
steps to improve the yield and reduce costs, the Spread and Net Spread Margin improved 1.71% and
4.26% respectively.

Other Income Components:
The following table sets forth, for the periods indicated, details of Otfer Income Compornents:

Table F
Other Income Components

Rs in millions

2017 | 2016 | % change | 2015 | % change

-Fee Income 647 | 362 78.9% | 408 -11.3%
-Dividend Income 32| 24 33.3% 3 746.6%
-Income from foreign currencies dealing B4| 43 95.8% 82 -47.8%
-Gain on sale of securities 122 98 246% | 12 716.5%
-Unrealised gain on revaluation of investment | (0) 1 - - -
-Other 78| 110 287% | 65 69.8%
Total Other Income 964 | 638 51.1% | 570 11.9%
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Increase in Other Income was driven by healthy growth in income earned on value added services. The
Bank’s Investment Banking activities also took off during the year and contributed in other income of
the Bank. The surge in Income from dealing in foreign currencies was on the back of improved trade
volumes. The percentage of Other Income over Total Operating Income was 15.9% as against 12.8%
during last year. Sustainable growth is expected in Other income going forward as the Bank is making
focused efforts towards growing Alternate Delivery Channels so as to serve its customers with world

class banking experience.
Operating Expenses:
The following table sets forth, for the period indicated, further analysis of Operating Expenses:
Table G
Operating Expenses
Rs in millions
2017 2016 | % change | 2015 | % change
Salaries and Benefits to Employees 2,784 2,702 3.0% | 2,182 23.8%
Depreciation on own property 715 641 11.5% | 507 26.4%
(including non-banking assets)
Other Administrative Expenses 2,783 2,79% -0.6% | 2,349 19.2%
Total 6,282 6,142 2.3% | 5038 21.9%
Other Operating Expenses - others 22 18 22.2% 2 800.0%
Total Operating Expenses 6,304 6,160 2.3% | 5,040 22.2%

There has been a marginal increase in the overall Operating Expenses of the Bank which grew by 2.3%
compared to last year. Remuneration to Employees was the major contributor to administration cost of
the Bank. The Cost to Income ratio has improved significantly from 111.0% in 2016 to 102.1% in 2017.
Cost austerity measure continue to sustain the expenses related to an infrastructure which consists of
12th largest branch network in the industry with a work force of 4,029 employees.

Provisions:
The following table sets forth, for the period indicated, further analysis of Provisions:
Table H
Provisions
Rs in millions
2017 | 2016 | % change | 2015 | % change
Reversal of Provisions for Non
performing Financing {478) | (1,724) -72.3% | (640) 169.6%
Provision for Other Reversals {125) - 100.00% - 0.0%
(Reversal of Provisions)/ Provigions for
Investments 211 | (338) -162.4% | 8774 | -3947.1%
Bad Debts written off directly 0 32 - 0 -
Total (Reversal of Provisions)/
Provisions (excluding Provisions for
Tax) (392) | (2,030) -80.7% | (631) 221.8%
Coverage Ratio (%) 72.3% | 82.1% -12.0% | 86.2% 4.7%
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The Bank’s concerted efforts to recover from its doubtful portfolio continued during the year which
resulted in reversal of provisioning (net) of Rs. 478mn whereas provision for diminution in the value of
investments was Rs.211mn. The coverage ratio, a percentage of total provisions over non-performing
financing portfolio, was 72.3% as compared to 82.1% in 2016.

Classification of Financing;
The following table sets forth, for the period indicated, further analysis of Classification of Financing:

Table I
Classification of Financing

Rs in millions
2017 | 2016 | % change | 2015 | % change
OAEM 95 693 -86.2% 159 335.6%
Substandard 3,056 886 244.8% | 1,312 -32.4%
Doubtful 939 868 8.2% 383 126.6%
Loss 11,746 | 12,087 -2.8% | 13,830 -12.6%
Total Non-performing Financing | 15,837 | 14,534 9.0% | 15,684 -7.3%

The non-performing financing portfolio increased by 9.0% during the year, however, Infection ratio,
classified portfolio as a percentage of Gross Financing, reduced to 12.1% from 16.2%. The assets in Loss
category constitute around 72.8% of the total Classified Portfolio as against 83.2% last year. Increase in
Substandard category was due to one Client which despite of repaying 10% of the principal was
retained in the category due to prudence. As the Bank continues to book new financing and with the
expectation of discount rate hike, prudence mechanism is in place to lower the non performing
financing.

Composition of Financing Portfolio:
The following table sets forth, for the period indicated, further analysis of the Financing Portfolio:

Table J
Composition of Financing Portfolio

Rs in millions

% of % of

% total %o total
2017 | 2016 | change | financing | 2015 | change | financing
Consumer Banking 19,915 | 13,248 | 50.3% 152% | 8970 | 47.7% 14.8%
Muskun (Home financing) | 11,154 | 7,735 | 44.2% 85% | 5601 | 38.1% 8.6%
Islami Auto Financing 8,761 | 5513 | 58.9% 6.7% | 3,369 | 63.6% 6.1%

Corporate & SME

Financing 98,442 | 63,366 | 55.4% 75.4% | 58,033 | 9.2% 70.6%
Corporate financing 94,926 | 60,232 | 57.6% 72.7% | 53,821 | 11.9% 67.1%
SME financing 3516 | 3,134 | 122% 27% | 4,212 | -25.6% 3.5%
Conventional portfolio 10,009 | 11,110 | -9.9% 7.7% | 13,596 | -18.3% 12.4%
Staff Financing 2271 | 2,062 | 10.1% 1.7% | 1,847 | 11.7% 2.3%
Gross Financing 130,637 | 89,787 | 45.5% 100.0% | 82446 | 8.9% | 100.0%
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Increase in financing was across all segments with Auto Financing showing a growth of 58.9%,
followed by Corporate Financing & Home Financing showing an increase ot 57.6% and 44.2%
respectively The Financing (Advances) to Deposit (ADR’) ratio of the Bank improved to 66.5% in
comparison to 50.4% last year. The improved GDP growth expectation has resulted in positive credit
offtake numbers, however, regulatory requirements such as CAR might taper down the growth of

financing portfolio or compromise yields.

Financing Concentration:
The following table sets forth, for the period indicated, further analysis of the Financing Portfolio:

Table K
Financing Concentration Rs in millions
2017 | % oftotal | 2016 | % of total %
financing financing | change

Agriculture, Forestry, Hunting and
Fishing 1,262 1.0% | 1,921 21% | -343%
Mining and Quarrying 1 0.0% 3 0.0% | -69.1%
Textile 10,149 78% | 9,197 10.2% | 10.3%
Chemical and Pharmaceuticals 3010 2.3% | 4013 45% | -25.0%
Cement 1,777 14% | 1,776 2.0% 0.0%
Sugar 4,624 3.5% | 3,642 41% | 27.0%
Footwear and Leather garments 31 0.0% [ 254 0.3% [ -87.9%
Automobile and transgportation
equipment 1,212 0.9% | 1,309 15% | -7.4%
Education 19 0.0% 15 0.0% | 20.0%
Electronics and electrical appliances 2,704 21% | 2484 2.8% 8.8%
Production and transmission of
energy - 0.0% - 0.0%| 00%
Constrction 7,788 6.0% | 6,103 6.8% | 27.6%
Power (Electricity), Gas, Water,
Sanitary 12,808 9.8% | 10,621 11.8% | 20.6%
Whalesale and Retail Trade 38,332 29.7% | 12,226 13.6% | 68.7%
Exports/Imports 858 0.7% | 694 0.8% | 23.6%
Transport, Storage and
Communication 591 0.5% 627 07% | -5.7%
Financial 3,592 2.7% | 2,736 3.0% | 3L3%
Insurance 2 0.0% 5 0.0% [ -53.5%
Services 4,795 3.7% | 4321 48% | 820.9%
Individuals 25,850 19.8% | 18,709 20.8% | 38.2%
Food and beverages 4,767 3.6% | 5441 6.1% [ -12.4%
Private Trust & NGO 4 0.0% 23 0.0% | -80.6%
Packing and Paper products 696 0.5% 767 09% | -92%
Others”* 5,265 40% | 2,898 32%| 81.7%
Total 130,637 100.0% | 89,787 100.0% | 45.5%

*QOthers include Sole Proprietors, Fund accounts & Govt. deposits etc.
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Around 57.6% of the Bank’s financing portfolio concentrated on Power & Gas, Textile, Construction
and Food & Beverages sectors of the economy. The credit offtake by these sectors is reflective of the
economic growth in these sectors. The exposure to Individuals segment, by way of auto & home
financing, was 19.8%, compared to 20.8% last year.

Regulatory Capitai:
The following table sets forth, for the period indicated, further analysis of the Regidatory Capital and the
efficiency with which it is used:

Table L
Regulatory Capital
Rs in millions
2017 2016 2015

Tier 1 Capital 11,675 10,194 7,893
Tier 2 Capital 3,718 3,629 2,653
Total Capital 15,392 13,824 10,546
Credit risk- Risk Weighted Assets (RWA) 94,448 91,158 77,731
Market risk-RWA 984 3,588 718
Operational risk- RWA 9,435 8,189 6,983
Total RWA 104,868 102,935 85,432
Total Capital Adequacy Ratio 14.68% 13.43% 12.34%
Total eligible reguiatory Capital held 15,392 13,824 10,546
Total RWA 104,868 102,935 85,432
Risk Capital per branch 46.6 43.1 33.3
Net Equity 13,676 12,445 11,186
Net Equity per branch 414 38.8 353

The Risk Weighted Assets (RWA’) of the Bank increased by 1.9%, while Operational risk RWA &
Credit risk RWA increased by 15.2% and 3.6% respectively In comparison to the regulatory
requirement of 11.28%, the Capital Adequacy Ratic (‘{CAR’) of the Bank was 14.687%, signifying that
the Bank has room for absorbing risk and can expand its investment & financing portfolio to improve
its yields going forward. Indicators that signify about efficient utilization of the Capital by the Bank
are Risk Capital per branch and Net Equity per branch, which have shown improvement compared
to last year as well.
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Statement of Internal Control

Statement of Management Responsibility
It is the responsibility of the Bank's management to:

Establish and maintain an adequate and effective system of internal controls and procedures for
an efficient working environment for obtaining desired objectives.

Evaluate the effectiveness of the Bank's internal control system that encompasses material
matters by identifying control objective, reviewing significant policies and procedures and
establishing relevant control procedures.

Management Evaluation of the Effectiveness of the Bank Internal Control System

During the year under review efforts have been made for an effective and efficient internal control
system. In accordance with SBP-BSD Circular No. 7 of 2004, the Bank formulated all the key policies
and procedures for its different lines of business. While formulating such policies clear line of authority
and responsibility have been established in order to ensure an effective internal contrel system. The
Bank has established an audit function independent of line management. The control activities are
being closely monitored across the Bank through audit group / compliance & control / risk
management function, which covers all banking activities in general and key risk areas in particular.
The Audit Committee of the Board reviews the audit function quarterly which includes program as
well as surprise audits.

Internal control system in the Bank is designed to manage, rather than to eliminate the risk of failure to
achieve the business objective, and can only provide reasonable and not absolute assurance against
material misstatement or loss.

However, it is an ongoing process that includes identification, evaluation and management of

significant risks faced by the Bank.

The Bank initiated process of implementation of Internal Contrel Guidelines as required by State Bank
of Pakistan vide BSD Circular Number 07, of 2004 and had completed a detailed exercise through
Consultants, documenting and benchmarking existing internal processes and controls relating to
financial reporting. The Bank has a dedicated function responsible for reviewing and identifying new
processes, control gaps and updating related control docurnentation.

The Management had prepared Road Map for the completion of all stages in accordance with the SBP
OSED Circular Number 01, of 2014 dated February 07, 2014, “Instructions on Internal Controls over
Financial Reporting (ICFR)” which was approved by the Audit Committee. Alhamdulillah, the Bank

has completed all its stages of ICFR in accordance with the Road Map.

In view of the above accomplishment and substantial implementation of identified gaps, Management
applied to the State Bank of Pakistan for exemption of statuary assessment in form of Long Form
Report (LFR) on Bank's ICFR program, which has been granted to the Bank on September 11, 2017 via
SBP letter OSED/SEU-10/008(01)/ 21002/ 2017.

After successful exemption of LER requirement Bank is currently conducting the annual assessment on
Internal Control Over Financial Reporting in accordance with the SBP OSED circular no.1 of 2014.



S
ssessasEsIRBYEsSUSFEUR S

5 i

==

“Problem free and timely deliverance of core service drives customer satisfaction. Sometimes this path
gets few of the patches which need to be revamped instantly. In order to address the grievances of our
customers, the Bank has a Centralized Complaint Investigation and Management Unit in addition
arrangements at branch level that welcomes complaints of our valuable customers, investigates them
from all aspects; resolve them with sheer excellence and within the minimum possible time, which
ultimately helps us out in retrieval of the lost confidence of our customers in owr quality service
delivery. During the year 2017, we received 28,466 formal complaints (2016: 15675 formal complaints}
and those were resolved in a satisfactory manner, where our average complaints resolution time was
2.5 days (2016: 2.4 days).”

The Board of Directors is ultimately responsible for the internal control system and the Board endorses
the above management evaluation.

For and On Behalf of the Board

Hasan A Bilgrami
President & CEQO

April 06, 2018
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Statement of Compliance With The Code Of Corporate
Governance
FOR THE YEAR ENDED DECEMBER 31, 2017

This statement is being presented to comply with the Code of Corporate Governance (CCG) contained
in Regulation No. 5.19 of Rule Book of Pakistan Stock Exchange Limited for the purpose of establishing
a framework of good governance, whereby a listed company is managed in compliance with the best
practices of corporate governance.

The Bank has applied the principles contained in the CCG in the following manner:
1. The Bank encourages representation of independent, non-executive directors and directors

representing minority interests on its board of directors (The Board). At present the board
includes:

Category Names

Independent Directors Mr. Ali Mohamad Hussain Ali Mochamad Alshamali
Dr. Amjad Waheed

M. Ruhail Mohammed *

Executive Directors Mr. Hasan A. Bilgrami

Non- Executive Directors Mr. Ali Hussain

Mr. Fawad Anwar

Mr. Siraj Ahmed Dadabhoy

Mr. Noman Yakoob

* appointed with effective from October 25, 2017 subject fo SEP approwal.

The independent directors meet the criteria of independence under clause 5.19.1 (b) of the CCG.

2. The Directors have confirmed that none of them is serving as a director on more
than seven listed companies including this Bank.

3. All the resident directors of the Bank are registered as taxpayers and none of them has defaulted
in payment of any loan to a banking company, a DFI or an NBFI or, being a member of stock
exchange, has been declared as a defaulter by that stock exchange.

4. A casual vacancy occurring on the board on August 23, 2017 was filled up by the directors within
34 days.

5. The Bank has prepared a “Code of Conduct” and has ensured that appropriate steps have been
taken to disseminate it throughout the Bank along with its supporting policies and procedures.

&. The board has developed a vision / mission statement, overall corporate strategy and significant
policies of the Bank. A complete record of particulars of significant policies along with the dates
on which they were approved or amended has been maintained.

7. All the powers of the board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of
employment of the CEQ, other executive and non-executive directors, have been taken by the
board / shareholders.



8. All meetings of the Board were presided over by the Chairman and the board met at least once
in every quarter. Written notices of the board meetings, along with agenda and working papers,
were circulated at least seven days before the meetings. The minutes of the meetings were
appropriately recorded and circulated.

9. Directors training has already been performed by two directors. It is expected that remaining
directors will attend the course by June 30, 2018 as per Rule # 5.19.7 of the Rule Book of Pakistan
Stock Exchange Limited.

10.  During the year there has been no new appointment of CFO, Company Secretary and Head of
Internal Audit.

11.  The Directors’ Report for this year has been prepared in com pliance with the requirements of the
CCG and fully describes the salient matters required to be disclosed.

12.  The financial statements of the Bank were duly endorsed by CEO and CFO before approval of
the board.

13.  The directors, CEO and executives do not hold any interest in the shares of the company other
than that disclosed in the pattern of shareholding,.

14.  The Bank has complied with all the corporate and financial reporting requirements of the CCG.

15.  The board has formed an Audit Committee. It comprises of three members, of whom all are
non-executive directors and the Chairman of the Committee is an independent director.

16.  The meetings of the audit committee were held at least once every quarter prior to approval of
interim and final results of the Bank and as required by the CCG. The terms of reference of the
committee have been formed and advised to the committee for compliance.

17.  The Board had formed the following committees: (1) Human Resource Management Committee
which comprises of four members, of whom three are non-executive directors and one is Chief
Executive Officer; (2) Board Remuneration Committee which comprise of three members, of
whom all are non-executive directors. Chairman of both the Committees is an independent
director.

18.  The board has set up an effective internal audit function comprising of professionals, who are
considered suitably qualified and experienced for the purpose and arve conversant with the
policies and procedures of the Bank.

19.  The statutory auditors of the Bank have confirmed that they have been given a satisfactory
rating under the quality control review program at the ICAFP, that they or any of the partners of
the firm, their spouses and minor children do not hold shares of the Bank and that the firm and
allits partners are in compliance with International Federation of A ccountants (IFAC) guidelines
on code of ethics as adopted by the ICAP.

20.  The statutory auditors or the persons associated with them have not been appointed to provide
other services exceptin accordance with the listing Regulations and the auditors have confirmed
that they have observed IFAC guidelines in this regard.
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21.  The ‘cdosed period’, prior to the announcement of interim / final results and business decisions,
which may materially affect the market price of Bank's securities, was determined and intimated
to directors, employees and the stock exchange.

22, Material / price sensitive information has been disseminated ammong all market participants at
once through Stock Exchange.

23.  The Bank has complied with the requirements relating to maintenance of register of persons
having access to inside information by designated senior management officer in a timely manner
and maintained proper record including basis for inclusion or exclusion of names of persons
from the said list.

24.  We confirm that all other material principles enshrined in the CCG have been complied with.

Hasan A Bilgrami
Chief Executive Officer

April 6, 2018
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REVIEW REPORT TO THE MEMBERS ON STATEMENT
OF COMPLIANCE WITH BEST PRACTICES OF CODE OF
CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance (the Statement) with the best practices contained in the
Code of Corporate Governance (the Code) for the year ended 31 December 2017 prepared by the Board
of Directors of BankIslami Pakistan Limited (the Bank) to comply with the Rule Book of the Pakistan
Stock Exchange, where the Bank is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Bank. Our
responsibility is to review; to the extent where such compliance can be objectively verified, whether the
Statement reflects the status of the Bank’s compliance with the provisions of the Code and report if it
does not. A review is limited primarily to inquiries of the Bank’s personnel and review of various
documents prepared by the Bank to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board’s statement on internal control covers all
risks and controls, or to form an opinion on the effectiveness of such internal controls, the Bank’s
corporate governance procedures and risks.

The Code requires the Bank to place before the Audit Committee, and upon recommendation of the
Audit Committee, place before the Board of Directors for their review and approval its related party
transactions distinguishing between transactions carried out on terms equivalent to those that prevail
in arm’s length transactions and transactions which are not executed at arm's length price and
recording proper justification for using such alternate pricing mechanism. We are only required and
have ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Committee. We have not
carried out any procedures to determine whether the related party transactions were undertaken at
arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement
of Compliance does not appropriately reflect the Bank’s compliance, in all material respects, with the

best practices contairied in the Code of Corporate Governance, effective for the year ended 31
December 2017.

e @i%-e{f

Chartered Accountants

Audit Engagement Partner: Omer Chughtai
EY Ford Rhodes, Chartered Accountants
Date: April 6, 2018

Karachi
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Report of Shariah Board
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Shariah Supervisory Board hereby presents its opinion on the affairs of the Bank through this 14th
annual report. During the year, four meetings of the Shariah Board were held in which different matters
such as Shariah Compliance Review Reports, Internal Shariah Audit Reports, new products and
Shariah aspects of the conversion of defunct KASB Bank were discussed in detail and guidelines were
issued accordingly.

In the following sections, the Report discusses the state of affairs of the Bank and the developments that
took place during the period:

Shariah Compliance:

To ensure Shariah compliance in its transactions, Shariah Compliance Review is carried out at two
stages i.e. initially in the 'Pre transaction execution’ stage and later at 'Post transaction execution’ stage.
In the Pre transaction execution stage, to ensure that all financing transactions are executed according
to guidelines issued by Shariah Board / RSBM and SBP - Islamic Banking Department (IBD), the Bank
prepares detailed Policies and Procedure Manuals for products and services. Since each
Corporate/SME financing transaction (done under Murabahah, Istisna, Karobar Finance/
Musawamah, Salam and Running Musharakah products) can ditfer, therefore, separate process flows
are developed for each Client booked under each of the above mentioned products. It is also ensured
that these process flows are also read and understood by the client. Depending upen the case, Shariah
department personnel also visits Client's premises to have a better understanding of its
procurement/ sale processes. These Client-specific process flows provide guidance to the Relationship
Managers in executing the transactions in a Shariah compliant manner. It has also helped the Bank to
avoid potential mistakes in execution of the transactions.

In the Post transaction execution stage, the Shariah Compliance department, under guidance of RSBM,
conducts Shariah Compliance Reviews of departments/branches to check the approved manual and
process flows have been complied with. These Shariah Compliance Review Reports are then presented
in Shariah Board meetings for determination of corrective actions by the Shariah Board. As a separate
check, Internal Shariah Audit is conducted by the Internal Audit department. Accordingly the Internal
Shariah Audit Reports are also presented in the Shariah Board meetings for determination of corrective
actions by the Shariah Board.

The above mentioned multi-tier mechanisms help to minimize the material errors in execution of
transactions.

It is also ensured that the profit and loss distribution and Pool Management practices are carried out as

per the bank's policy and regulatory guidelines. For this purpose, a Shariah compliance review is
conducted each month before distribution of profit and loss to the depositors.



Product Development:

It was encouraging to note that the Bank increased its efforts to enhance its product mix in the
Agricultural Finance sector. In this regard, Bank launched "Islami Tractor & Equipment Financing”
product on the basis of Diminishing Musharakah.

The Bank also innovatively used its existing Karobar Financing product in the Agricultural Finance
sector to provide a Shariah compliant solution for financing against Warehousing Receipt. The Bank's
role as a Trader was more prominent in this transaction as the Bank ensured that its owned goods
{paddy) are not stored at the premises of Client/Agent {(farmer) rather the goods were stored in a
designated warehouse of a third party (Engro Eximp Corp.). Accordingly the storage, Takaful and
other ownership related costs were also borne directly by the Bank.

The Bank has developed Scrips Equity Trading Product. This would be the Pakistan's first Shariah
Compliant equity trading through banking platform which would facilitate the customers to investin
the stock market in a Shariah compliant way:

Shariah Advisory Services:

As a significant development, BankIslami provided Shariah Advisory services for the Shariah
Compliant Commercial Paper of Hascol Petroleum Product. It was Pakistan’s first ever Shariah
compliant Commercial Paper. Shariah Advisory services were also provided for Sukuk/syndicate
transactions. Additionally, the Bank also provided Shariah Advisory services to six Islamic Funds.

Conversion of defunct KASB Bank's portfolio:

Banklslami continued its efforts to convert the Portfolio of defunct KASB Bank. As of December 31,
2017, the Bank has converted/adjusted over 99% of the regular financing Portfolio (Corporate,
Consumer & SME combined). It is worth mentioning that regular Treasury portfolio has already been
fully converted / adjusted.

Istamic Banking Training;
Trained human resource is extremely important for success of Islamic Banking Industry During the

vear under review; training sessions of "Basic Islamic Banking Concepts” and Product Trainings were
conducted. The Bank also increased its focus on trainings of consumer and retail banking products.

The Bank also supports other institutions such as National Institute of Banking and Finance (NIBAF),
Centre for Islamic Economics (CIE), IBA-Centre for Excellence in Islamic Finance (IBA-CEIF), The
Institute of Bankers Pakistan (IBP), Institute of Cost & Management A ccountant of Pakistan (ICMAP},
Sheikh Zayed Islamic Centre and Iqra University for im parting training courses in Islamic Banking &
Finance and other capacity building activities.
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Composition of the Bank’s Financing Portfolio:

The Bank used variety of Islamic modes of finance to provide financing to its customers. It is
encouraging to note that the share of Shirkat-ul-Aqd based "Running Musharakah” product has
increased during the year and has now around 32% share in the overall financing portfolic as
compared to 13% share at year end of 2016. Following chart illustrates modes of finance wise status of
financing as on 31 December 2017 along with comparison with last year.
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35,000,000 &-
30,000,000 -
25,000,000
20,000,000-5-
15,000,000 &.!
10,000,000§
5,000,000
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Charity:

An amount of Rs. 8.86 mn was received from the Clients in respect of charity on delays in payments
and credited to charity account. As the charity funds are kept under investment accounts at the Bank,
Mudarabah profit of Rs. 81,000/~ has been credited to the charity account.

During the vear, an income of Rs. 239,356 was declared as Shariah non-compliant and accordingly
credited to Charity Account.

Disbursements during the year from the charity fund amounted to Rs. 8.65 mn. Details of charity
disbursed are available in notes of the accounts.

Recommendations:

Based on the observations made through Shariah reviews, reports and feedback from various
stakeholders, we recommend the following:

i Rapid growth of Islamic Banking in the country has also brought challenges in hiring and
retention of trained Human Resources. The Bank should focus on achieving right balance
of commitment to Islamic Banking and competence while hiring of new staff.

ii.  For further capacity building of Bank’s personnel, the Bank should conduct more
specialized product training sessions.

iii.  To reinforce the standard of Shariah compliance quality; the Bank is expected to do more
efforts tor the conversion / disposal of remaining conventional portfolio relating to defunct
KASB Bank considering the possible sclutions to legal constraints involved in conversion
process.



Conclusion:

Based on the Shariah Compliance Review Reports, Internal Shariah Audit Reports and different
Shariah compliance checks carried out from time to time and according to best of our knowledge, we
are of the view that:

i The Bank has complied with Shariah rules and principles in the light of fatawa, rulings
and guidelines issued by the Shariah Board.

ii. The Bank has complied with directives, regulations, instructions and guidelines related to
Shariah compliance issued by SBP in accordance with the ruling of SBP's Shariah Board.

iii.  The Bank has a comprehensive mechanism in place to ensure Shariah compliance in their
overall operations.

iv.  The Bank has a well-defined system in place which is sound enough to ensure that any
earnings realized from sources or by means prohibited by Shariah have been credited to
charity account and are being properly utilized.

v. The Bank has complied with the SBP's instructions on profit and loss distribution and pool
management.

vi  The level of awareness, capacity and sensitization of the staff, management and the BOD
m appreciating the importance of Shariah compliance in the products and processes of the
is found to be satisfactory. However, the management should continue to take

measures to further im prove the level of awareness.

vii.  The Shariah Board has been provided adequate resources enabling it to discharge its
duties effectively.

We end this report with best wishes tc the Islamic finance industry.

alag Bl dhona Ui e alaog A1 Lo

/ Y aaWod

Mufti Javed Ahmad Mufti Muhammad Hussain Khaleel Khail
Resident Shariah Board Member Member, Shariah Supervisory Board

~\

e

4’*‘"’//

Mufti Irshad Ahmad Aijaz
Chairman, Shariah Supervisory Board
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Charity Funds Utilization Report

Islamic Banks cannot charge late payment penalty to their customers since it falls under the ambit of
Riba. However, to maintain financial discipline and to prevent deliberate delinquencies they use
Charity imposition as a tool of deterrence. Amount given by the customers in Charity Account against
their delays is utilized by Islamic Banks purely for charitable purpose. Islamic Banks receive this
charity fund amount as Trustee. Accordingly, the Bank is entrusted the responsibility to distribute the
Charity funds onwards. This Report provides a brief detail of the major institutions which have been
beneficiaries of the Charity funds.

Utilization of Charity:

During the year 2017, Banklslami received a total of Rs. 8.364 Mn as Charity amount from its
customers. Disbursements during the vear from the Charity Fund amounted to Rs. 8.65 Mn. The
amount was utilized to provide assistance to recognized and renowned charitable institutions working
primarily in the areas of Health and Education. The profile of these institutions are given below:

=
Indus Hospital I“

LN =RYE-]

Indus Hospital came as ajoint venture of the Ruffaydah Foundation and the Islamic Mission Hospital
Trust in 2005. Indus Hospital provides free of cost health care to the common man. The Hospital started
its operations in July 2007. It is spread over 20 acres of land and located in the densely populated
Korangi area.

The facilities at the Indus Hospital incdlude Community Health Center, Consulting Clinics, In-patient
Services, Day Care Services, Emergency Services, Critical Care, Invasive Cardiology, Physiotherapy
Services, Endoscopy, Lithotripsy, Hemodialysis, Radiology, Clinical Laboratories, Pharmacy Services,
Nutrition and Food Services, Continuing Medical Education (CME), etc.

Alamgir Welfare Trust International

Alamgir Welfare Trust International has been providing social welfare services in Pakistan since 1993.
The Trust provides services to needy and deprived class of the society in a wide range of areas which
include health, education, marriage assistance, funeral services, rescue centers, food and Ramadan
services.

Shaukat Khanum Memorial Hospital

Shaukat Khanum Memorial Cancer Hospital and Research Centre is a state-of-the-art cancer centre

located in Lahore, Pakistan. It is a project of the Shaukat Khanum Memorial Trust, which is a charitable
organization established under the Societies Registration Act XXI of 1860 of Pakistan.

Over the past decade, Shaukat Khanum Memorial Cancer Hospital and Research Centre has
established itself as a Centre of Excellence, providing free of cost comprehensive care to thousands of
indigent cancer patients. It has also opened a new facility centre in Peshawar and construction of
another facility in Karachi has also started.
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Khat-e-Mo’alla"

Mo’alla” meaning the Exalted, is a script created by Iranian calligrapher Harfiid Ajami in
year 1995 and was first exhibited by him in year 1999.



Cardles

An Impression is Enough
Pakistan’s First Biometric & Cardless ATM

Your thumb impression is all you need for transaction at our ATMs.
1. Enter your CNIC 2. Place your Thumb on the scanner 3. Draw your desired amount
Banklslami is the pioneer of Biometric ATM in Pakistan since 2006. This service is available
in 114 cities across Pakistan.

Serving you, the Right way

BanklIslami Pakistan iy
Sk baREr D Tk 111-ISLAMI (111-475264)
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The Citizens Foundation (TCF) is one of the largest non-profit organization in the field of education.
It was established in 1995. The vision of this non profit organization is to bring a positive change in
Pakistan by providing quality education to the less privileged youth. The organization provides
primary and secondary level education at a nominal fee. TCF has established over 1,400 school units
with an enrollment of over 200.000 students.

TCF is registered in Pakistan as a Company limited by guarantee under Section 42 of the Companies
Ordinance, 1984. It is ranked amongst the top scoring organizations certified by the Pakistan Centre
for Philanthropy (PCP) and has received high non-profit organization (NPO) governance rating of
GR8+ by JCR-VIS Credit Rating Co. Ltd.

Diya Pakistan Diya Pakistan

Diya Pakistan is a registered, non-Profit tax exempt organization which is led by a team of prominent
Pakistanis from Middle East and Pakistan. Since 1988, Diya Pakistan has reached out to more than
280,000 students with more than Rs. 570 million in financial assistance. Its primary focus is to reach
out to financially distressed students across rural and urban Pakistan, enabling them to continue their
education.

Centre for Development of Social Service (A project of INFAQ) Foundation)

The Centre for Development of Social services (CDSS) was established in 2001 for creating a township
of social services for families belonging to low income groups. CDSS is registered under the Societies
Act of 1980 as a recognized organization by the Pakistan Centre for Philanthropy, Islamabad.

Korangi Academy, INFAQ Education & Training Centre, INFAQ Community Healthcare Centre,
Craft Training & Adult Literacy Centre, SOS Technical Institute are the components of CDSS.

Koohi Goth Hospital Y Koour Goru soseital
5§ gl ameene Turmd s Freadaion

Koohi Goth Hospital is a 200 bed Not-for-profit General Hospital situated in Deh Landi, Karachi,

Most of their patients are under-privileged wheo are provided free treatment, medicine and food. The
Hospital is run from deonations by philanthropic people and organizations.

T,
Kmrmnr

g
Kharadar General Hospital U Groorn

Hc-wi'.sl

Kharadar General Hospital is a not for profit 210 bedded tertiary care hospital with post graduate
teaching and training facilities. It is rendering services since 1936 and offering quality health services
at highly subsidized rates to under-privileged socio-economically and educationally deprived
population of over 3 million people of low lying areas of Karachi.

Akhuwat \b

ATCETLIWAT

Akhuwat was established with the objective of providing interest free micro credit to the poor so as to
enhance their standard of living. Akhuwat started its operations in Lahore and to date has over 45
branches in this city. It has also expanded to Rawalpindi and Faisalabad in collaboration with the
Chambers of Commerce and Industry and philanthropists of these two cities. Besides these big cities,
it has opened branches in other cities across Pakistan with network of over 675 branches in 200+
cities.
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Bait us Salam Welfare Trust

Bait us Salam being, a weltare organization, is providing different humanitarian services Wlthm
Pakistan and internationally. Their recent projects includes the relief arrangements made for the
Syrian refugees in Turkey in collaboration with the Turkish government.

The trust has now initiated its new venture “Bait us Salam Education Foundation” for building state
of the art schools with highly qualified and experienced team of educators to provide high quality
education en natienwide basis specially for under-privileged areas.

Pakistan Navy Educational Trust mﬁﬁ?ﬁﬁ;{

Pakistan Navy Educational Trust, a charitable, non-profit organization, is active in the betterment of
the naval community as well as other countrymen in educational field. The Trust is currently
operating seven campuses in different areas of Karachi, wherein, almost 17,000 students are receiving
quality education at affordable fee.

Sahara Public Rights Welfare

Sahara Public Rights Welfare Organization, established in 1958, has been striving to serve the sick, th

old, the disabled and also children. It has three care centres: Sahara Village Old Peoples Care Centre,
Sahara Village Shelter Home and Wazeeran Bibi Centre for Severe Mentally Challenged Peoples. It is
providing different facilities including food, clothes, other personal needs, day to day medication as
per their doctor's prescription and provides ambulance services including emergencies and inter-city

travel. :
N
National University of Science and Technology NUST
Drcfining futtercs

National University of Science and Technology (NUST) was established in March 1991 for promotion
of higher Scientific education in the country, by providing an enabling environment for the students.
Nust Need Based Scholarships (NNBS) program was initiated in 2010 to award scholarship grant to
students from financially challenged backgrounds. It is run through a three-tiered selection process
carried on the NNBS annual intake to ensure the transparency and credibility of the process. |

The Foundation has initiated a non-for-profit School of Excellence “The Hub School”, a boarding
school for 800 boys, who will be guided to excel in all fields of education in Pakistan. The Hub School
is a quality educational institution that has been established by the Ahmed E.H. Jaffer Foundation to
prepare boys for a life of leadership, service and personal fulfillment. The School provides full
scholarship to needy students.

m—
Tasha Trust \'@}'

TASHA TRUST

Ahmed E.H. Jaffer Foundation

I
il

Saiya Homes Jhelum has been established as the first project of Tasha Trust. Saiya Homes has been
established as an orphanage for male children of the mothers who cannot afford an opportunity for
their child to blossom into a good honorable and healthy citizen of Pakistan. All children are
admitted in a local good school in various classes. Arrangements are in place for medical treatment

and emergency and day to day care for children with a local philanthropic hospital.
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Auditors' Report To The Members

We have audited the annexed statement of financial position of BankIslami Pakistan Limited (the Bank}
as at 31 December 2017, and the related profit and loss account, statement of comprehensive income,
cash flow statement and statement of changes in equity together with the notes forming part thereof
(here-in-after referred to as the ‘financial statements’) for the year then ended, in which are
incorporated the unaudited certified returns from the branches except for twenty five branches which
have been audited by us and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Bank’s Board of Directors to establish and maintain a system of internal
control, and prepare and present the financial statements in conformity with approved accouriting
standards and the requirements of the Banking Companies Ordinance, 1962 (LVII of 1962), and the
Companies Ordinance, 1984 (XLVII of 1984). Our responsibility is to express an opinion on these
statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable in
Pakistan. These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of any material misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the finarncial statements.
An audit also includes assessing the accounting policies and significant estimates made by
management, as well as, evaluating the overall presentation of the financial statements. We believe that
our audit provides a reasonable basis for our opinion and after due verification, which in case of loans
and advances covered more than sixty percent of the total loans and advances of the Bank, we report

that;

(a)  in our opinion, proper books of accounts have been kept by the Bank as required by the
Companies Ordinance, 1984 (XLVII of 1984} and the returns referred to above received from the
branches have been found adequate for the purposes of our audit;

{(b)  in our opinion:

(i)  the statement of financial position and profit and loss account together with the notes
thereon have been drawn up in conformity with the Banking Companies Ordinance, 1962
(LVII of 1962), and the Companies Ordinance, 1984 (XLVII of 1984), and are in agreement
with the books of account and are further in accordance with accounting policies
consistently;

i) the expenditure incurred during the year was for the purpose of the Bank’s business; and
(iii) the business conducted, investments made and the expenditure incurred during the year

were in accordance with the objects of the Bank and the transactions of the Bank which
have come to our notice have been within the powers of the Bank;
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{¢)  inour opinion, and to the best of our information and according to the explanations given to us
the statement of financial pesition, profit and loss account, statement of com prehensive income,
cash flow statement and statement of changes in equity together with the notes forming part
thereof conform with approved accounting standards as applicable in Pakistan and give the
information required by the Banking Companies Ordinance, 1962 (LVII of 1962), and the
Companies Ordinance, 1984 (XLVII of 1984), in the manner so required and give a true and fair
view of the state of the Bank’s affairs as at 31 December 2017 and its true balance of the income,
comprehensive income, its cash flows and changes in equity for the year then ended; and

(d)  in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVTII of
1980) was deducted by the Bank and deposited in the Central Zakat Fund established under
section 7 of that Ordinance.

el @iwf

Chartered Accountants
Audit Engagement Partner: Omer Chughtai
EY Ford Rhodes, Chartered Accountants

Date: April 6, 2018

Karachi
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Unconsolidated Statement of Financial Position

AS AT DECEMBER 31, 2017
Note 2017 2010
————Rupees in 000 -———

ASSETS
Cash and balances with treasury banks 7 11,784,180 8,921,433
Balances with other banks 3 801,807 1,140,150
Due trom financial institutions - net 9 21,371,787 27,218,665
Investments - net 10 42,092,166 46,316,927
Islamic financing, related assets and Advances - net 11 119,155,039 77,816,302
Operating fixed assets 12 9.072,487 9,347 525
Deferred tax assets 13 7,701,906 5,918,460
Other assets - net 14 4,185,773 4,166,208

216,165,145 180,845,170
LIABILITIES
Bills payable 15 2,988,99% 2,273,954
Due to financial institutions 16 15,570,390 6,066,307
Deposits and other accounts 17 179,249,290 154,399,657

Sub-ordinated loans - -
Deterred tax liabilities

Other liabilities 13 4,680,000 5,661,606

202,438,676 163,401,504

NET ASSETS 15,676,469 12,444,666
REPRESENTED BY

Share capital 19 10,079,121 10,079,121

Discount on issue of shares (79,042 (79,042)

Reserves 2Q 926,266 613,636

Unappropriated profit 1,473,734 212,553

12,400,129 10,826,263

Surplus on revaluation of assets - net of tax 21 1,276,340 1,618,398

13,676,469 12,444,666

CONTINGENCIES AND COMMITMENTS 22

The annexed notes 1 to 44 and Annexure-I& II form an integral patt of these unconsolidated financial statements.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Unconsolidated Profit and Loss Account
FOR THE YEAR ENDED DECEMBER 31, 2017

Note 2017 2016
————— Rupees in ‘000 — —
Frofit / return earned 25 10,353, 549 10,127,616
Profit / return expensed 24 5,242,079 E,791,252
MNet spread earned 5,104,770 4,336,504
Reversal of provision against non-performing Islamic
financing and related assets and adwvances - net 11.16.2 (477,688) (1,724,387
Provision / (reversal of provision) for diminution in the
value of investments and placements - net % & 105 210,600 (337,547)
Bad debts written off directly 11.18 - 32,008
(267,058) (2,000,926)
MNet spread after provisions 5,371,858 £,366,200
OTHER INCOME
Fee, commission and brokerage income 47 458 361,556
Dividend Income 31,985 23,777
Income from dealing in foreign currencies 84,214 42,808
Zain o sale of securities 25 122,100 o7 772
Unrealised (loss) / gain on revaluation of inveshments
classified as held for trading (3273 678
Oither income 26 78,452 111,041
Total other income GE3, BT 657,612
6,335,750 7,003,902
OTHER EXPENSES
Administrative expenses 27 £,28]1 27 6,142,355
Other reversals - net (124,882) -
Other charges 28 21,733 17,750
Total other expenses 5,178,388 5,160,145
157,362 243,757
Extraordinary / unusual items - -
PROFIT BEFORE TAXATION 157,362 243,757
Taxation
- Current 29 141,459 107,661
- Frior year 29 - -
- Deferred 29 (1,547,246) 283,796
(1,408,787) 391,457
PROFIT AFTER TAXATION 1,563,140 452 300
————— Rupees ———— —
Basic earnings per share 30 1.5500 0.4487
Diluted earnings per share 30 1.5E502 0.4487

The annexed notes 1 to 44 and Annexure-I & II form an integral part of these unconsolidated financial statements.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Unconsolidated Statement of Comprehensive Income
FOR THE YEAR ENDED DECEMBER 31, 2017

2017 2016
—————— — Rupees in 000 ———--

Profit after taxation for the year 1,563,149 452,300

Other Comprehensive Income

Items that may not be redassified to profit and loss account in subsequent periods

Remeasurement gain on defined benefit plan 63 17,870

Tax on remeasurement of defined benefit plan (24) (6,253}
44 11,617

Comprehensive income transferred to statement of changes in equity 1,563,193 463,917

Components of comprehensive (loss) {income not reflected in equity

(Deficit) / surplus on revaluation of available for sale investments (676,725) 1,117,448
Related deferred tax asset / (liability) 236,855 (391,105)

(439,870 726,343
Total com prehensive income for the year 1,125,323 1,190,260

The annexed notes 1 to 44 and Annexure-] & II form an integral part of these unconsolidated financial statements.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Unconsolidated Cash Flow Statement
FOR THE YEAR ENDED DECEMBER 31, 2017

Note 2017 2016
——— Rupees in ‘000 —
CASH FLOW FROM OPERATING ACTIVITIES
Frofit before taxation 157,352 543,757
Less: Dividend Income (31,985) (23,777
125,377 212,980
Adjustments for non-cash charges and other items:
Depreciation on operating fixed assets 2? 708,234 B3, 000
Depreciation on nonbanking assets o 6,634 6533
Armortisation 27 63181 &0,927
Depreciation on operating Ijarah assets 11.14 1,383,609 1,233,614
Reversal of provision against non-performing Islamic financing 11.16.2 (477,688) (1,724,387
and related assets - net
Provision / (reversal of provision) for diminution in the
value of investments and placerments - net Q& 105 210,600 (337,547
Bad debts written off directly - 32,008
Other reversals - net (124,882) -
Unrealised loss / {gain) on revaluation of investments classified 327 (B78)
as held for trading
Charge for defined benefit plan el 21,236 74,753
Gain on sale of property and equipment ) (13,577 (22,855)
T857,764 T45,703)
1,563,141 774,277
(Increase) { decrease in operating assets
Due from financial institutions b a6, 87 E 12,610,505
Islamnic financing and related assets and adwvances (42,244, 248) (2,654,989)
Cthers assets (excluding defined benefit assets) 3Z467 (516,278
(36,358,903) 3,439,638
Increase / {(decrease) in operating liabilities
Bills payable 715,082 750,001
Due to financial institutions 2504023 2,868,537
Deposits and other accounts 24, 840 £33 1,341,555
Cther liabilities {(excluding current taxation and unrealised loss
on forward sale promises) (858,603) 364,260
34,200,175 5,324,362
(195,587) 9538277
Fayments against defined benefit plan 33 - (63,545}
Income tax paid (133,966) (1205759
Net cash (used in} / generated from operating activities {329,553 0,354,153
CASH FLOW FROM INVESTING ACTIVITIES
Met investments in securities 3,504,771 (8,950,668)
Dividend received 31,985 22,777
Investments in operating fixed assets (500,335) (1,213,638)
Proceeds from disposal of operating fixed assets 17,538 31,357
Net cash generated from / (used in) investing activities 2,853,557 (10,109,166
Increase [ {decrease) in cash and cash equivalents 2574 404 (755,013
Cash and cash equivalents at the beginning of the year 31 10,061,583 10,816,596
Cash and cash equivalents at the end of the year 31 10 5eh, 087 10,061,585

The annexed notes 1 to 44 and Annexure-I & I form an integral part of these unconsolidated financial statements.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Unconsolidated Statement of Changes in Equity

FOR THE YEAR ENDED DECEMBER 31, 2017

Reserve

Discount for bad (Accumulated
Share . Statutory de bts & losses) | Total
capital ONISSUE — fogerve ebts Unappropriat ota
of shares contingen .
. ed protit
cies
Rupees in ‘000

Balance as at January 01, 2016 10,079,121 (75,042) 273,176 250,000 (171,45%) 10,351,802
Frofit after taxation for the year - - - - 452,300 452,300
Cther comprehensive income for the year - - - - 11,617 11,617
Total comprehensive income for the year - - - - 463,517 463,517
Transfer from surplus on revaluation of

fixed assets - net of tax - - - - 10,381 10,381
Transfer from surplus on revaluation of

nonbanking assets - net of tax - - - - 168 168
Transfer to statutory reserve - - 00,460 - (90,4860 -
Balance as at December 31, 2016 10,079,121 79,002 363,636 250,000 212,553 10,526,203
Profit after taxation for the year E E L - 1,563,140 1,563,149
Cther comprehensive income for the year 5 5 & - 44 44
Total comprehensive income for the year 1 1 N - 1,563,153 1,563,153
Transfer from surplus on revaluation of

fizxed assets - net of tax - - - - 10,398 10,398
Transfer from surplus on revaluation of

nonbanking assets - net of tax - - - - 270 270
Transfer to statutory reserve - - 312,630 - (312,630, -
Balance as at December 31, 2017 10,075,121 70,042 676,200 750,000 1,473,784 12,400,129

The annexed notes 1 to 44 and Annexure-I & II form an integral part of these unconsolidated financial staternents.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Notes to and forming part of the unconsolidated
financial statements
FOR THE YEAR ENDED DECEMBER 31, 2017

1 STATUS AND NATURE OF BUSINESS

1.1  Banklslami Pakistan Limited (the Bank) was incorporated in Pakistan on October 18, 2004 as a
public limited company to carry out the business of an Islamic Commercial Bank in accordance
with the principles of Islamic Shariah.

The State Bank of Pakistan (SBP) granted a ‘Scheduled Islamic Commercial Bank’ license to the
Bank on March 18, 2005. The Bank commenced its operations as a Scheduled Islamic Commercial
Bank with effect from April 07, 2006, on receiving Certificate of Commencement of Business
from the State Bank of Pakistan (SPP) under section 37 of the State Bank of Pakistan Act, 1956.
The Bank is principally engaged in corporate, commercial, consumer, retail banking and
investment activities.

The Bank is operating through 330 branches including 112 sub branches as at December 31, 2017
{December 31, 2016: 321 branches including 118 sub branches). The registered office of the Bank
is situated at 11th Floor, Dolmen City, Marine Drive, Block-4, Clifton, Karachi. The shares of the
Bank are quoted on the Pakistan Stock Exchange Limited.

The Pakistan Credit Rating Agency (Private) Limited (PACRA) has maintained the Bank's
long-term rating as 'A+" and the short-term rating as ‘A1’

2 BASIS5 OF PRESENTATION

21  The Bank provides financing mainly through Murabahah, Ijarah, Istisna, Diminishing
Musharakah, Muswammah and other Islamic modes as briefly explained in note 11.1.1 to these
financial statements.

The purchases and sales arising under these arrangements are not reflected in these financial
statements as such but are restricted to the amount of facility actually utilised and the
appropriate portion of profit thereon. The income on such financing is recognised in accordance
with the principles of Islamic Shariah. However, income, if any, received which does not comply
with the principles of Islamic Shariah is recognised as charity payable as directed by the Shariah
Board of the Bank.

2.2 These financial statements are the separate financial statements of the Bank in which
investments in subsidiaries and associates are carried at cost less accumulated impairment
losses, if any, and are not consolidated. The consolidated financial statements of the Group are
being issued separately.

2.3 Effective May 07, 2015, the defunct KASE Bank Limited (amalgamated entity) was amalgamated
within and into the bank. As the amalgamated entity operated as a conventional bank, any assets
or liabilities which are not Shariah compliant are shown separately within the financial
statement line items.



3 STATEMENT OF COMPLIANCE

3.1  These financial statements have been prepared in accordance with the approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards (IFRSs) issued by the International Accounting
Standards Board (IASB) and Islamic Financial Accounting Standards (IFASs) issued by the
Institute of Chartered Accountants of Pakistan, as are notified under the repealed Companies
Ordinance, 19584, the provisions and directives issued under the repealed Companies Ordinance,
1984, the Banking Companies Ordinance, 1962, and the directives issued by the SECP and the
SBP. In case the requirements differ, the provisions of and directives issued under the repealed
Companies Ordinance, 1984 and Banking Companies Ordinance, 1962 and the directives issued
by the SECP and SBEP shall prevail.

3.2 The Companies Ordinance, 1954 was replaced by enactment of the Companies Act, 2017 on May
30, 2017. The Circular No. 23/ 2017, dated October 04, 2017 of the SECP has clarified that all those
companies whose financial year closes on or before December 31, 2017 can prepare financial
statements in accordance with the repealed Companies Ordinance, 1984. Hence, these
unconsolidated financial statements have been prepared in accordance with the provisions of
the repealed Companies Ordinance, 1984.

3.3 The SBP through its BSD Circular No. 10 dated August 26, 2002, has deferred the
implementation of International Accounting Standard (IAS) 39 - "Financial Instruments:
Recognition and Measurement” and IAS 40 - "Investment Property” for Banking Companies in
Pakistan, till further instructions. Accordingly, the requirements of these Standards have not
been considered in the preparation of these financial statements. Further, the SECP has deferred
the applicability of International Financial Reporting Standard (IFRS} 7 "Financial Instruments:
Disclosures” through its S.R.O. 411(I)/2008 dated April 28, 2008. Accordingly, the requirements
of this standard have also not been considered in the preparation of these financial statements.
However, investments have been classified and valued in accordance with the requirements
prescribed by the SBP through various circulars.

3.4 IFRS 8 "Operating Segments” was effective for the Bank’s accounting period beginning on or
after January 1, 2009. All Banking Com panies in Pakistan are required to prepare their annual
financial statements in line with the format prescribed under BSD Circular No. 4 dated February
17, 2006, ‘Revised Forms of Annual Financial Statements’, effective from the accounting year
ended December 31, 2006. The management of the Bank believes that as the SBP has defined the
segment categorisation in the above mentioned circular, the SBP requirements prevail over the
requirements specified in IFRS 8. Accordingly, segment information disclosed in these financial
statements is based on the requirements laid down by the SBF.

3.5  The SBP vide its BPRD Circular No. 04 dated February 25, 2015 has clarified that the reporting
requirements of IFAS-3 for Islamic Banking Institutions (IBIs) relating to annual, half yearly and
quarterly financial statements would be notified by SBP through issuance of specific instructions
and uniform disclosure formats in consultation with IBIs. These reporting requirements have
not been ratified to date. Accordingly, the disclosures requirements under IFAS 3 have not been
considered in these financial statements.

The SBP vide its letter no. BPRD(R&P-02)/625-112/2017 /4089 dated February 24, 2017 has
allowed the Bank exemption from "Goodwill impairment” under the applicable accounting
standards till December 30, 2018 and thereafter the Bank will be required to start goodwill
impairment testing as per applicable accounting rules.
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3.6 Standards, interpretations and amendments to published approved accounting standards that
are effective in the current year:

The accounting policies adepted in the preparation of these financial statements are consistent
with those of the previous financial year except as describe below:

MNew Standards, Interpretations and Amendments

The Bank has adopted the following accounting standard and the amendments and
interpretation of IFRSs which became effective for the cuurent year:

Standard or Interpretation

- TAS 7 Statement of Cash flows-Disclosure Initiative-(Amendment)

- IAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized losses (Amendments)
Improvements to Accounting Standards Issued by the IASE in September 2014

IFRS 12 Disclosure of Interests in Other Entities - Clarification of the scope of the disclosure
requirements in IFRS 12

The adoption of the above amendments and improvements to accounting standards did not
have any effect on these financial statements.

3.7 Standards, interpretations and amendments to published approved accounting standards that
are not vet effective:

3.71 The following standards, amendments and interpretations with respect to the approved
accounting standards as applicable in Pakistan would be effective from the dates mentioned
below against the respective standard or interpretations:

Standard, interpretation or amendment

- IFRS 2: Share-based Payments — Classification and Measurement

of Share-based Payments Transactions (Amendments) January 1, 2018
- IFRS 10 Consolidated Financial Statements and IAS 23 Investment

in Assodiates and Joint Ventures - Sale or Contribution of Assets

between an Investor and its Associate or Joint Venture (Amendment) Not yet finalized

- IFRS 9 - Financial Instruments: Classification and Measurement July 1, 2018
- IFRS 9 Prepayment Features with Negative

Compensation — (Amendments}) January 1, 2019
- IFRS 4 Insurance Contracts: Applying IFRS 9 Financial Instruments

with IFRS 4 Insurance Contracts — (Amendments) January 1, 2018
- IFRS 15 - Revenue from Contracts with Customers July 1, 2018
- IFRIC 22 Foreign Currency Transactions

and Advance Consideration January 1, 2018
- IFRIC 23 Uncertainty over Income Tax Treatments January 1, 2019

The above standards and amendments are not expected to have any material irnpact on the
Bank's financial statements in the period of initial application except IFRS 9. With regards to
IFRS 9, the Bank considers that as the Prudential regulation and other SBP directives currently
provide the accounting framework for the measurement and valuation of investment and
provision against non-performing islamic financing and related assets, the implementation of
IFRS 9 may require changes in the regulatory regime. Theretore, the Bank expects that the SBP
would issue suitable guidance and instructions to the application of IFRS-9 for Banking sector of
Pakistan.



In addition to the above standards and amendments, improvements to various accounting
standards have also been issued by the IASB in December 2016. Such improvements are
generally effective for accounting periods beginning on or after 01 January 2018. The Bank
expects that such improvements to the standards will not have any impact on the Bank's
financial statements in the pericd of initial application.

Further, following new standards have been issued by IASE which are yet to be notified by the
SECP for the purpose of applicability in Pakistan.

IFRS 14 — Regulatory Deferral Accounts January 1, 2016
IFRS 16 — Leases January 1, 2019
IFRS 17 — Insurance Contracts January 1, 2021

3.7.2 Early adoption of standards
The Bank has not early adopted any new or amended standard in 2017.

3.8 The SBP has also notified a new format of financial statements which would be effective from the
accounting year ending December 31, 2018. The Companies Act, 2017 and the revised format
would result in additional disclosures and certain changes in the financial statements
presentation.

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of finandial statements in conformity with approved accounting standards as
applicable in Pakistan requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the Bank’s accounting policies.
The significant accounting areas where various assumptions and estimates are significant to the
Bank's financial statements or where judgment was exercised in the application of the
accounting policies are as follows:

(a) Classification and valuation of investments in accordance with the Bank’s policy (notes 6.3
and 10).

{(b) Provision for nen-performing Islamic financing and related assets and Advances (notes 6.4
and 11.16).

{¢) Determination of forced sales value of underlying securities of non performing Islamic
financing and related assets (note 11.16.3.2).

{(d) Impairment of investments in equity instruments of subsidiary, associates and non associate
entities (notes 6.3.5 and 10).

(e} Staff retirement benefits (notes 6.7 and 33).
(f) Revaluation and depreciation / amortization of operating fixed assets (notes 6.5 and 12).
(g) Valuation of non-banking assets acquired in satisfaction of claims {(note 6.19)

(h) Assumption and estimation in recognition of provision for taxation (current and prior years)
and deferred taxation (notes 6.6, 13 and 29).

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectation of future events that are believed to be reasonable under the
circumstances. A ctual results may differ from these estimates.
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5 BASIS OF MEASUREMENT
51  Accounting convention

These financial statements have been prepared under the historical cost convention, except that
certain fixed assets, certain investments, foreign currency balances and commitments in respect
of foreign exchange contracts have been marked to market and are carried at fair value. Further,
staff retirement benefits as discussed in notes 6.7 and 33 tc the financial statements have been
carried at present values as determined under the International Accounting Standards (IAS) 19
(revised) 'Employee Benefits'.

5.2  Functional and Presentation Currency

These financial statements are presented in Pakistani Rupees, which is the Bank's functional and
presentation currency.

53 Rounding off
Figures have been rounded off to the nearest thousand rupees unless otherwise stated.

6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these financial statements are set
glttzcljjfeiicgj\{ These have been consistently applied to all the years presented, unless otherwise

0.1 Cash and cash equivalents

Cash and cash equivalents comprise of cash and balances with treasury banks and balances with
other banks in current and deposit accounts.

6.2 Dueto/from financial and other institutions
6.2.1 Bai Muajjal

In Bai Muajjal, the Bank sells sukuk on deferred payment basis to financial institutions. The
credit price is agreed at the time of sale and such proceeds are received at the end of the credit
period. The difference between the deferred payment amount receivable and the carrying value
at the time of sale is accrued and recorded as income over the credit period.

Musharakah / Mudaraba

In Musharaka / Mudaraba, the Bank invests in the Shariah compliant business pools of the
financial institutions at the agreed profit and loss sharing ratio.

Musharaka from State Bank of Pakistan under IERS

Under IERS, the Bank accepts funds from the SBP under shirkat-ul-aqd to constitute a pool for
investment in export refinance portfolio of the Bank under the guidelines issued by the SBF. The
profit of the poolis shared as per the agreed weightages between the partners.

Acceptances from State Bank of Pakistan for financial assistance

The Bank has recorded Acceptances from State Bank of Pakistan for financial assistance at its fair
value which is amortised over the period of the financing.
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6.3 Investments
0.3.1 Classification

Investments of the Bank, other than investments in associates and subsidiaries are classified as
follows:

(a) Held-for-trading

These are investments which are either acquired for generating profits from short-term
fluctuations in market prices or are securities included in a portfolio for which there is evidence
of a recent actual pattern of short-term profit taking.

(b) Held- to-maturity

These are investments with fixed or determinable payments and fixed maturity and the Bank has
the positive intent and ability to hold them till maturity.

() Avwailable-for-sale

These are investments, other than those in subsidiaries and associates, which do not fall under
the ‘held for trading’ or held to maturity’ categories.

0.3.2 Regular way coniracts
All purchases and sales of investments that require delivery within the time frame established
by regulation or market convention are recognised at the trade date, which is the date on which
the Bank commits to purchase or sell the investments.

6.3.3 Initial recognition and measurement
Investments other than those categorised as ‘held for trading’ are initially recognised at fair value
which includes transaction costs associated with the investment. Investments classified as "held
for trading’ are initially recognised at fair value and transaction costs are expensed in the profit

and loss account.

Premium or discount on debt securities classified as available for sale is amortised using the
effective profit rate method and taken to the profit and loss account.

6.34 Subsequent measurement
Subsequent to initial recognition investments are valued as follows:
(a} Held-for-trading

These are measured at subsequent reporting dates at fair value. Gains and losses on
remeasurement are included in the net profit and loss for the year.

(b} Held-to-maturity

These are measured at amortised cost using the effective profit rate method, less any impairment
loss recognized to reflect irrecoverable amount.
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(¢) Avwailable for sale

Quoted / Government securities are measured at fair value. Surplus / (deficit) arising on
remeasurement is included in the statement of comprehensive income but is kept in a separate
account shown in the statement of financial position below equity. The surplus / (deficit) arising
on these securities is taken to the profit and loss account when actually realised upon disposal.

Unquoted equity securities are valued at the lower of cost (which in the case of business
acquisition would be the fair value at the acquisition date) and break-up value. Break up value
of equity securities is calculated with reference to the net assets of the investee company as per
the latest available audited financial statements. Investments in other unquoted securities are
valued at cost less impairment losses, if any.

(d) Investments in associates

Associates are all entities over which the Bank has significant influence but not control.
Investments in associate is carried at cost less accumulated impairment losses, if any.

(e} Investments in subsidiaries

Subsidiaries are all entities over which the Bank has significant control. Investments in
subsidiary is carried at cost less accurnulated irn pairment losses, if any.

6.3.5 Impairment
Available for sale and Held to maturity investments

Impairment loss in respect of investments classified as available for sale and held to maturity
{(except sukuk certificates) is recognised based on management's assessment of objective
evidence of impairment as a result of one or more events that may have an impact on the
estimated future cash flows of the investments. A significant or prolonged decline in fair value
of an equity investment below its cost is also considered an objective evidence of impairment.
Provision for diminution in the value of sukuk certificates is made as per the Prudential
Regulations issued by the State Bank of Pakistan. In case of impairment of available for sale
securities, the cumulative loss that has been recognised directly in surplus on revaluation of
assets on the Statement of Financial Position below equity is removed there from and recognised
in the profit and loss account. For investments classified as held to maturity, the im pairment loss
is recognised in the profit and loss account.

Investment in associates and subsidiaries

In respect of investment in associates and subsidiaries, the Bank reviews their carrying values at
each reporting date to assess whether there is an indication of im pairment. Such indication may
include significant and prolonged decline in the market value, significant changes with an
adverse impact on the entity, carrying amount of net assets in excess of market capitalisation etc.
Any basis applied in this respect should be justifiable in view of other factors present for the
entity The amount of impairment is determined based on the higher of value in use and fair
value less cost to sell. Impairment loss is recognised in the profit and loss account.

6.3.6 Gains or losses on sale of investments are included in profit and loss for the vear
6.4  Islamic financing and related assets
0.4.1 Islamic financing and related assets are financial products originated by the Bank and

principally comprise of Murabahah, Istisna, jarah, Salam, Muswammah, Diminishing
Musharakah and other Islamic modes of financing and the related assets.
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As a general rule, funds disbursed, under financing arrangements for purchase of goods / assets
are recorded as advance. On culmination, financing are recorded at the deferred sale price net of
profit. Goods purchased but remaining unsold at the statement of financial position date are
recorded as inventories.

6.4.2 Islamic financing and related assets are stated net of general provisions and specific provisions
against non-performing Islamic financing and related assets which are charged to the profit and
loss account.

Specific proviston

The Bank maintains specific provision for doubttul debts based on the requirements specified in
the Prudential Regulations issued by the SBP.

General provision
Consmmer Financing

The Bank maintains general provision against consumer financing at varying percentages based
on the non-performing loan ratio present in the portfolio. These percentages range from 1% to
2.5% for secured and 4% to 7% for unsecured portfolio.

Small Enterprise Financing

The Bank maintains general provision in respect of small enterprise financing at the rate of 1%
for secured portfolio and 2% for unsecured portfolio.

The net provision made / reversed during the yearis charged to the profit and loss account and
accumulated provision is netted off against Islamic financing and related assets. Islamic
financing and related assets are written off when there are no realistic prospects of recovery.

6.4.3 Ijarah Financing

jarah financing executed on or before December 31, 2008 have been accounted for under finance
method, thereafter all Jjarah financing are accounted for under IFAS-2.

(@) Under finance method, the present value of minimum Jjarah payments have been
recognised and shown under Islamic financing and related assets. The unearned income
i.e. the excess of aggregate [jarah rentals over the cost of the asset and documentation
charges under jarah facility is deferred and then amoxrtised over the term of the Jjarah, so
as to produce a constant rate of return on net investment in the ljarah. Gains / losses on
termination of [jarah contracts are recognised as income on a receipt basis. Income on
Jjarah is recognised from the date of delivery of the respective assets to the mustajir
{lessee).

{b)  Under IFAS-2 method, assets underlying Ijarah financing have been carried at cost less
accumulated depreciation and impairment, if any, and are shown under Islamic financing
and related assets. Rentals accrued from Ijarah financing net of depreciation charge are
taken to the profit and loss account. Depreciation on Ijarah assets is charged by applying
the straight line method over the jarah period which is from the date of delivery of
respective assets to mustajir up to the date of maturity / termination of [jarah agreement.
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6.5 Operating fixed assets and depreciation
6.5.1 Property and equipment

Fixed assets other than freehold land and building on leasehold land are stated at cost less
accumulated depreciation and accumulated impairment losses, if any Freehold land and
building on leasehold land are carried at revalued amount less any accumulated depreciation
and subsequent impairment losses. The revaluation exercise is carried out on periodic basis.

Depreciation is computed using the straight-line method by taking into consideration the
estimated usetul life of the related assets at the rates specified in note 12.2 to the financial
statements. Depreciation on additions / deletions during the year is charged for the
proportionate period for which the asset remained in use.

Subsequent costs are included in the assets’ carrying amount or are recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the
item will ffljow to the Bank and the cost of the item can be measured reliably. Maintenance and
normal repairs are charged to the profit and loss account as and when incurred.

An item of property and equipment is derecognised on disposal or when no future economic
benefits are expected from its use or disposal.

Residual values, useful lives and depreciation methods are reviewed and adjusted, if
appropriate, at each reporting date.

Gains and losses on disposal of property and equipment, if any; are taken to the profit and loss
account.

0.5.2 Capital work in progress
These are stated at cost less accumulated impairment losses, if any.
6.5.3 Intangible assets

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and
accumulated impairment losses, if any. Such intangible assets are amortised using the
straight-line method over the estimated useful lives. The useful lives and amortisation method
are reviewed and adjusted, it appropriate, at each reporting date. Intangible assets having an
indefinite useful life are stated at acquisition cost, less impairment losses, if any.

Amortisation on additions / deletions during the year is charged for the proportionate period
for which the asset remained in use.

Software and other development costs are only capitalised to the extent that future economic
benefits are expected to be derived by the Bank.

6.54 Impairment

Ateach reporting date, the Bank reviews the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of
impairment loss. Recoverable amount is the greater of net selling price and value in use.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the
carrying amount of the assetis reduced to its recoverable amount. Im pairment loss is recognised
as an expense immediately in the financial statements except for impairment loss on revalued
assets, which is adjusted against related revaluation surplus to the extent that the impairment
loss does not exceed the surplus on revaluation of that asset.
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Where an impairment loss reverses subsequently, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount to the extent that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset in prior years. A reversal of an impairment loss is recognized as
income immediately except for im pairment loss on revalued assets which is adjusted against the
related revaluation surplus to the extent that the impairment loss does not exceed the surplus on
revaluation of assets.

6.6 Taxation
6.6.1 Current

The provision for current taxation is based on taxable income for the year at current rates of
taxation, after taking into consideration available tax credits, rebates and tax losses as allowed
under the seventh schedule to the Income Tax Ordinance, 200]. The charge for current tax also
includes adjustments, where considered necessary relating to prior years, which arises from
assessments / developments made during the year. Currently, the Bank provides for minimum
tax in accordance with the requirements of section 113 of the Income Tax Ordinance, 2001.

6.6.2 Deferred

Deferred tax is recognised using the balance sheet liability method on all major temporary
differences between the carrying amounts of assets and liabilities used for financial reporting
purposes and amounts used for taxation purposes. In addition, the Bank also records deferred
tax asset on available tax losses. Deferred tax is calculated using the rates that are expected to
apply to the period when the differences reverse based on tax rates that have been enacted or
substantively enacted by the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised.

The carrying amount of the deferred tax asset is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all
or part of the deferred tax asset to be utilised.

The Bank also recognises deferred tax asset / liability on deficit / surplus on revaluation of
securities and operating fixed assets which is adjusted against the related deficit / surplus in
accordance with the requirements of the International Accounting Standard 12 - Income Taxes.

6.7  Staff retirement benefits
0.7.1 Defined benefit plan

The Bank operates an approved funded gratuity scheme for its permanent employees. The
liability recognised in the statement of financial position in respect of defined benefit gratuity
scheme, is the present value of the defined benefit obligation at the statement of financial
position date less the fair value of plan assets. Contributions to the fund are made on the basis of
actuarial recommendations. The defined benefit obligation is calculated periodically by an
independent actuary using the projected unit credit method. The last valuation was conducted
as on December 31, 2017.

Amounts arising as a result of "Remeasurements”, representing the actuarial gains and losses
and the difference between the actual investment returns and the return implied by the net
interest cost are recognised in the statement of financial position immediately, with a charge or
credit to "Other Comprehensive Income” in the periods in which they occur.
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6.7.2 Defined contribution plan

The Bank operates a recognised contributory provident fund for all the permanent employees.
Equal monthly contributions are made both by the Bank and the employees at the rate of 10 % of
the basic salary. The Bank has no further payment obligations once the contributions have been
paid. The contributions made by the Bank are recognised as employee benefit expense when
they are due.

6.8 Revenue recognition

6.8.1 Profit on Murabahah and Commodity Murabahah is recognised over the life of Murabahah on
an accrual basis. Profit on Murabahah transactions for the period from the date of disbursement
to the date of culmination of Murabahah is recognised immediately on the culmination date.

6.8.2  Profit from Istisna, Salam and Muswammah (KF) are recorded on an accrual basis commencing
from the time of sale of goods till the realisation of proceeds by the Bank. Profit from
Diminishing Musharakah are recognised on a time proportionate basis.

6.8.3  The Bank follows the finance method in recognising income on Ijarah contracts written up to
December 31, 2008. Under this method the unearned income i.e. excess of aggregate Ljarah
rentals over the cost of the asset and documentation charges under Jjarah facility is deferred
and then amortised over the term of the [jarah, so as to produce a constant rate of return on net
investment in the [jarah. Gains / losses on termination of Jjarah contracts are recognised as
income on a receipt basis. Income on Ijarah is recognised from the date of delivery of the
respective assets to the mustajir (lessee).

Rental from Ijarah contracts entered on or after January 01, 2009 is recognized in the profit and
loss account over the term of the contract net of depreciation expense relating to the Ljarah
assets.

6.84 Provisional profit of Musharakah / Mudarabah financing is recognised on an accrual basis.
Actual profit / loss on Musharakah and Mudarabah financing is adjusted after declaration of
profit by Musharakah partner / mudarib or on liquidation of Musharakah / Mudarabah.

6.8.5 Profit on Wakalah—tul-Istismar financings is booked on an accrual basis.

6.8.6  Profit on Running Musharakah financings is booked on an accrual basis and is adjusted upon
declaration of profit by Musharakah partners.

6.8.7  Profit on classified financing is recognised on a receipt basis.
6.8.8 Dividend income is recognised when the right to receive the dividend is established.
6.8.9  Gains and losses on sale of investments are recognised in the profit and loss account.

6.8.10 Fee onissuance of letter of credit and acceptance is recognised on receipt basis as generally the
transactions consummate within an accounting period. Commission on guarantees, if
considered material, is recognised over the period of guarantee. Fee, commission and
brokerage income are recognized on receipt basis.

6.8.11 Profit on Sukuks is recognised on an accrual basis. Where Sukuks (excluding held for trading
securities) are purchased at a premium or discount, the premiums / discounts are amortised
through the profit and loss account over the remaining life of Sukuk, using the effective yield
method.
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6.8.12 Income earned from revenues that are not Shariah complaint are not recognised in the profit
and loss account. This income is classified as charity payable in accordance with the
recommendation of the Shariah Board of the Bank.

6.9 Revenue from Conventional products

On May 07, 2015, the bank acquired operation of the defunct KASB Bank Limited (the
amalgamated entity) which was operating as a conventional bank in Pakistan. Keeping in view
the shariah compliance, the Shariah Board of the Bank has approved that any income accruing
on conventional products is not to be transferred to profit and loss statement and is classified
as liability under the head "Receipt Appropriation Account” in other liabilities. Further,
expenses incurred in respect of legal & professional charges or other expenses as approved by
the Shariah Board that pertain to the aforesaid acquisition are to be set off against such income.

6.10 Financial Instruments
6.10.1 Financial assets and financial liabilities

All financial assets and financial liabilities are recognised at the time when the Bank becomes a
party to the contractual provisions of the instrument. Financial assets are derecognised when
the Bank loses control of the contractual rights that comprise the financial assets. Financial
liabilities are cderecognised when they are extinguished, i.e. when the obligation specified in the
contract is discharged, cancelled or expired. Any loss on derecognition of the financial assets
and financial liabilities is taken to income directly. Financial assets carried on the statement of
financial position include cash and balances with treasury banks, balances with other banks,
due from financial institutions, investments, Islamic financing and related assets and certain
receivables and financial liabilities include bills payable, due to financial institutions, deposits
and other payables. The particular recognition methods adopted for significant financial assets
and financial liabilities are disclosed in the individual policy statements associated with them.

0.10.2 Offsetting of financial instruments

Financial assets and financial liabilities are off-set and the net amount is reported in the
financial statements only when there is a legally enforceable right to set-off the recognised
amount and the Bank intends either to settle on a net basis or to realise the assets and to settle
the liabilities simultaneously. Income and expense items of such assets and liabilities are also
reported on a net basis in the financial statements, only when permitted by the approved
accounting standards as applicable in Pakistan.

0.10.3 Derivatives

Derivative financial instruments are recognised at fair value. In case of equity futures, the fair
value is calculated with reference to quoted market price. Derivatives with positive market
values (i.e. unrealised gains) are included in other receivables and derivatives with negative
market values (i.e. unrealised losses) are included in other liabilities in the statement of
tinancial position. The resultant gains and losses are taken to the profit and loss account.

031  Foreign currencies
Functional and presentation cutrency
Items included in the financial statements are measured using the currency of the primary

economic environment in which the Bank operates. The financial statements are presented in
Pakistani Rupee, which is the Bank’s functional and presentation currency.
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Foreign currency transactions

Foreign currency transactions are translated into local currency at the exchange rates prevailing
on the date of transaction. Monetary assets and liabilities in foreign currencies are translated into
rupees at the exchange rates prevailing at the statement of financial position date. Forward
exchange promises are revalued using forward exchange rates applicable to their respective
remaining maturities.

Transfation gains and losses
Translation gains and losses are included in the profit and loss account.
Commitments

Commitments for outstanding forward foreign exchange contracts are disclosed at contracted
rates. Contingent liabilities / commitments for letters of credit and letters of guarantee
denominated in foreign currencies are expressed in rupee terms at the exchange rates prevailing
on the reporting date.

6.12 Acceptances

Acceptances comprise promises by the Bank to pay bills of exchange drawn on customers. The
Bank expects most acceptances to be simultaneously settled with the reimbursement from the
customers. Acceptances are accounted for as off balance sheet transactions and are disclosed as
contingent liabilities.

0.13 Fiduciary assets

Assets held in a fiduciary capacity are not treated as assets of the Bank in the financial
statements.

0.14 Deposits
Deposits are generated on the basis of two modes i.e. Qard and Mudaraba.

Deposits taken on Qard basis are classified as ‘Current non-remunerative accounts’ and Deposits
generated on Mudaraba basis are classified as ‘Current remunerative accounts’, 'Savings
deposits’ and 'Fixed deposits’. No profit or loss is passed on to current non-remunerative account
depositors, however the funds of current accounts are treated as equity for the purpose of profit
calculation and any profit earned / loss incurred on those funds are allocated to the equity of the
Bank. No profit or loss is passed on to current account depositors. While the product features of
each product differ, there is usually no restriction on withdrawals or number of transactions in
current and saving accounts. In case of fixed deposits, pre-mature withdrawals can be made as
per approved terms only.

Profits realised in investment pools are distributed in pre-agreed profit sharing ratio.
Rab-ul-Maal share is distributed among depositors according to weightages assigned at the
inception of profit calculation period.

Profits are distributed from the pool such that the depositors (remunerative) only bear the risk of
assets in the pool during the profit calculation period. In case of loss in a pool during the profit
calculation period, the loss is distributed among the depositors (remunerative) according to their
ratio of Investments.

Asset pools are created at the Bank’s discretion and the Bank can add, amend, transfer an asset
to any other pool in the interests of the deposit holders.



6.1> Pool Management

The Bank operates general and specific pools for deposits and inter-bank funds accepted /
acquired under Mudaraba, Musharakah and Wakalah modes.

Under the general deposits pools, the Bank accepts funds on Mudaraba basis from depositors
(Rab-ul-Maal) where the Bank acts as Manager (Mudarib) and invests the funds in the Shariah
Compliant modes of financings, investmerits and placements. When utilising investing funds,
the Bank prioritizes the funds received from depositors over the funds generated from own
sources after meeting the regulatory requirement relating to such deposits.

Specific pools are operated for funds acquired / accepted from the State Bank of Pakistan and
other banks for Islamic Export Refinance to Bank's customers and liquidity management
respectively under the Musharakah / Mudaraba modes. The profit of each deposit pool is
calculated on all the remunerative assets booked by utilising the funds from the pool after
deduction of expenses directly incurred in earning the income of such pool alongwith related fee
income, if any. The directly related costs comprise of depreciation on jjarah assets, takaful
premium, documentation charges etc. No expense of general or administrative nature of expense
is charged to the pools. No provisions against any non-performing asset of the pool is passed on
to the pool except on the actual loss / write-off of such non-performing asset. The profit of the
pool is shared between equity and other members of the peol on the basis of Musharakah at
gross level (before charging of mudarib fee) as per the investment ratio of the equity. The profit
of the pool is shared among the members of the pool on pre-defined mechanism based on the
weightages announced before the profit calculation period after charging of mudarib share.

The risk characteristic of each pool mainly depends on the assets and liability profile of each
pool. As per Bank's policy, relatively low risk / secured financing transactions and assets are
allocated to general depositors pool of PKR, USD, GBP and Euro. The Bank maintains General
Pools, FI Pools, IERS pool and Equity pool. The general pools are exposed to general credit risk,
asset ownership risk and profit rate risk of the underlying assets involved.

General Pool

For General Pools, the Bank allocates PKR financing to Corporate, SME and Consumer Finance
customers in diversified sectors and avenues of the economy / business as mentioned in the note
40.1.1.1. Investments in Sovereign Guarantee Sukuk, Bai Muajjal with State Bank of Pakistan, Bai
Muajjal with Government of Pakistan are also done through General Pools. All remunerative
deposits are tagged to these general pools and their funds generated from the depositors are
invested on priority basis. Due to limited investment options in USD, GBP and EURO pool,
funds from FCY pools are invested in available International Sukuk, Shariah Complaint Nostro
accounts and remaining funds are taken out and invested in PKR general pool as part of equity.
In such cases return from PKR General pool is given back to FCY pools, so that returns can be
passed on te FCY pool customers accordingly.

Special Mudarabah Pool

Special Mudarabah Pools are created to attract and retain clients expecting specific returns. The
funds received against these deposits are invested in various Shariah compliant assets.

Islamic export refinance scheme Pool

The IERS pool assets comprise of Sovereign Guarantee Sukuks, and financings to / sukuks of
blue chip companies and exporters as allowed under the applicable laws and regulations, and as
such are exposed to lower credit risk. The Musharakah with SBP under IERS is tagged to the
IERS pool.
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Financial Institution (FI) Pool

The FI pool assets generally comprise of Sovereign Guarantee Sukuks only and the related
liability of the FI pool comprise of Musharakah / Mudarabah / Wakalah Acceptance from other
banks and financial institutions. These pools are created to meet the liquidity requirements of the
Bank.

6.16 Provisions and contingent assets and liabilities

Provisions are recognized when the Bank has a presentlegal or constructive obligation arising as
a result of past events and it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate of the amount of the
obligation can be made. Provisions are reviewed at each reporting date and are adjusted to
reflect the current best estimates.

Contingent assets are not recognised, and are also not disclosed unless an inflow of economic
benefits is probable. Contingent liabilities are disclosed unless the probability of an outflow of
resources embodying economic benefit is remote.

Provisions for guarantee claims and other off balance sheet obligations are recognised when
intimated and reasonable certainty exists for the Bank to settle the obligation. Charge to the
profit and loss account is stated net of expected recoveries.

6.17 Business Combination

Business combinations are accounted for by applying the acquisition method. The cost of
acquisition is measured as the fair value of assets given, equity instruments issued and the
liabilities incurred or assumed at the date of acquisition. The consideration transferred includes
the fair value of any asset or liability resulting from a contingent consideration arrangement, if
any. Acquisition related costs are expensed as incurred. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at
their fair values at the acquisition date. The excess of the consideration transferred over the fair
value of the Bank's share of identifiable net assets acquired is recorded as goodwill. If this is less
than the fair value of the net assets acquired in the case of a bargain purchase, the difference is
recognised directly in the profit and loss account.

Goodwill acquired in a business combination is measured, subsequent to initial recognition, at
its cost less accumulated impairment losses, it any. However, the SBP vide its letter no.
BPRD(R&P-02)/625-112 /2017 / 4089 dated February 24, 2017 has allowed the Bank exemption
from "Goodwill impairment” under the applicable accounting standards till December 30, 2018
and thereafter the Bank will be required to start goodwill impairment testing as per applicable
accounting rules.

Acquisition of non-controlling interests (NCI) is measured at the proportionate share of the NCI
in the fair value of the net assets acquired by the Bank. The excess of fair value of consideration
transferred over the proportionate share of the NCIlin the fair value of the net assets acquired is
recognised in equity.
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6.18 Segment reporting

A segment is a distinguishable component of the Bank that is engaged in providing products or
services (business segment) or in providing products or services within a particular economic
environment {geographical segment), which is subject to risks and rewards that are different
from those of other segments. The Bank’s primary format of reporting is based on business
segments.

6.18.1 Business segments
Trading and sales

It includes equity, foreign exchanges, commodities, credit, funding, own position securities,
placements and Islamic financing and related assets.

Retail banking

It includes retail Islamic financing and related assets, deposits and banking services offered to its
retail customers and small and medium enterprises.

Commercial banking

It includes project finance, export finance, trade finance, Ijarah, guarantees and bills of exchange
relating to its corporate customers.

Support Centre

It includes the assets and liabilities relating to support functions at Head Office and their related
income and expenses.

6.18.2 Geographical segment
The Bank operates only in Pakistan.
6.19 Non-banking assets acquired in satisfaction of claims

Assets acquired in satisfaction of claims are initially recorded at cost and revalued at each
year-end date of the statement of financial position. An increase in market value over the
acquisition cost is recorded as a surplus on revaluation. A decline in the market value is initially
used to reduce the surplus account, if any, or if no surplus exists, is charged to the profit and loss
account as an impairment. A subsequent increase in the market value of an impaired asset is
reversed through the profit and loss account up to the extent of the original impairment. All
direct costs of acquiring title to the asset are charged immediately to the profit and loss account.

Depreciation on assets acquired in satisfaction of claims is charged to the profit and loss account
in line with depreciation charged on operating fixed assets.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets
are disclosed separately from gains and losses realised on the sale of o perating fixed assets in the
notes to these financial statements. If such asset is subsequently used by the Bank for its own
operations, the asset, along with any related surplus, is transferred to operating fixed assets.
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6.20 Earnings per share

The Bank presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is
calculated by dividing the profit attributable to ordinary shareholders of the Bank by the
weighted average number of ordinary shares outstanding during the year. Diluted EPS is
determined by adjusting the profit attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares, if any.

Note 2017 2016

------- Rupees in '000 -------
7 CASH AND BALANCES WITH TREASURY BANKS

In hand

-local currency 3,648,276 3,154,686

- foreign currency 525,763 410,919
4,174,039 3,000,600

With the State Bank of Pakistan in

- local currency current account 7.1 5,516,757 3,646,460

- foreign currency deposit accounts - -

Cash Reserve Account 7.2 155,570 241,955

Special Cash Reserve Account 7.3 227,477 73,950

US Dollar Clearing Account 12,120 11,421

428,172 332,329

With National Bank of Pakistan in
-local currency current account 1,665,212 1,377,039
11,784,130 8,921,435

7.1  This represents Rs. 5,516.857 million {2016: 3,646.460 million) held against Cash Reserve
Requirement and Statutory Liquidity Requirement.

7.2 As per BSD Circular No. 15 dated June 21, 2008, cash reserve of 5% is required to be maintained
with the State Bank of Pakistan on deposits held under the New Foreign Currency Accounts
Scheme (FE-25 deposits).

7.3 Special cash reserve of 6% is required to be maintained with SBP on FE-25 deposits as specified
in BSD Circular No. 15 dated June 21, 2008. Balance held under this account is
non-remunerative.

Note 2017 2016
8  BALANCES WITH OTHERBANKS =™~ Rupees in ‘000 -------

In Pakistan
- on current accounts 2,407 2,407
- on deposit accounts 8.1 97 95

2,004 2,002
Outside Pakistan
- on current accounts 799,303 1,137,648

801,307 1,140,150

8.1 These represent deposits with various Islamic commercial banks under Musharakah and
Mudarabah arrangements. The expected profit rate on these arrangements is 2.8% (2016: 3.5%)
per annum.
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Note 2017 2016

DUE FROM FNANCIAL INSTITUTIONS e Rupees in 000 -------
Wakalah Placement 9.1 1,716,767 993,636
Commeodity Murabahah - local currency 9.2 19,655,020 26,224,979
21,371,787 27,218,605
Other placements 32,400 32,400
21,404,187 27,251,065
Provision against placements (32,400) (32,400)

21,371,787 27,218,665

This represents foreign currency placements and the profit rates on these agreements range
between 0.15% to 2.85% (2016: 0.95% to 1.20%) per annum. The agreements have maturities
ranging from 92 days to 365 days (2016: 18 days to 184 days).

The Bank has entered intc Commodity Murabahah agreements under which the Bank purchases
an underlying commeodity from open market through an agent and sells it to a financial
institution on credit with profit. The profit rates on the agreements range between 5.80% to
6.50% (2016: 5.80% to 6.40%) per annum and the agreements have maturities ranging from 4
days to 90 days (2016: 3 days to 160 days).

Particulars of amounts due from financial institutions with respect to currencies:

Note 2007 2016
~----- Rupees in 000 -------
- In local currency 19,687,420 26,257,379
- In foreign currency 1716767 993,686
21,404,187 27,251,065
INVESTMENTS
Investments - Islamic 10.1 40,223,033 44,239,990
Investments - Conventional (relating to
amalgamated entity) 10.2 1,869,133 2,076,937

42,092,166 46,316,927
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10.1 Islamic [nvestments by type

2017 16
Note Held by Given as Total Held by Given as Total
the Bank || collateral the Bank || collateral
{Rupees in "000)

Available for sale securities
Subede [ Certificates 106 [T TR | [0000,000 | [ 3055, 188 | [37,28L 022 | [~ 5000000 |[ 2287,
Units of Operrend mutud funds 10.6 21 - il pal - 21
Crdinary Shares oflisted compari es 10.6 242,645 242,645 242,645 242 645

Emend 0000000 JUAnRE 37504588 b000,000 40504588

Held for trading securities

Crdinary Shares oflisted compari es 10.8 32,156 - 32,156 447,908 - 447 908
Subsidiary 10.9 191,015 - 191,015 191,015 - 191,015
Total lslamic investments at cost TOBR 0 10000000 JO80,000 a5, 165b1  b,000,000 5,165,511
Provision for diminddionin

vaue of investments 105.1 (49,208) - (485, 206) (4p,125) - (46,175)
Total Islamic investments

{net of Provisions) 29809819 10,000,000 39,809,819 381173806 5,000,000 43,117,286
(Deficit) / surplus onrevduation ofhdd

for trading securities 10.8 (2,007 - (2,007 30,658 - 30,658
Surplus on revd vation of

avallable-for-sal e securities 213 415,221 - 415,221 1,091,946 - 1,091,946

Total Islamic investments at market value IR 00000 A o, s, o 000,000 44, BY5a0

10.2 Conventional Investments by type *

2017 216
Note Held by Given as Total Held by Given as Total
the Bank collateral the Bank collateral

{Rupees in "000)

Available for sale securities

Ordinary Shares oflisted comparies 10.6 Y67,/ b - Yo7,/ b Y67,/ 6 - 67,76
Ordinary Shares of urlisted compardes  10.6 | 1,189,030 - 1,189,020 1,189,020 - 1,189,080
Listed Term Finance Certificates 10.6 104,807 - 104,807 105,092 - 105,092
Unlisted Term Fimance Certificates 10.6 177,822 - 177,822 177,822 - 177,822
2,435,360 - 2,435 360 2,435,650 - 2,439,650
Held to maturity securities
Unlisted Term Finance Certi Aicates 10.7 321,60 - 321,601 321,601 - 321,601
Associates 10,10 1e60,11 - 1,660,111 1,660,111 - 1,660,111
Subsidiaries 109 2,499 708 - 2,489,708 2,499,708 - 2,499,708
Total conventional investments at cost 6,920,785 - 5,920,785 6,921,070 - 5,921,070

Provision for diminstionin the vaue
of irvestments 1051 (5,051,652) - (5,051,652) (4,844,133 - (4,844, 133)

Total conventional investments at

market value 1,869,133 - 1869133 2078937 - 2,076,937

* As mertioned innote 23, these assets are rd ated to amd gamated erfity. Theseirwestments are under process of corwersion /
liquidation / disposd.



Note 2017 2016
------- Rupees in "000 -------

10.3  Islamic Investments by segments

Federal Govermment Securities

GOP Jjarah Sukuks 10.6 33,840,530 37,756,627
Sukuk certificates

Sukuks - unlisted 10.6 5,552,602 4,525,295
Fully paid up ordinaty shares / Units

Ordinary shares of listed companies 10.6 & 10.8 274,801 690,553
Units of open-end mutual funds 10.6 21 21
Subsidiaries

BankIslami Modaraba Investments Limited 10.9 191,015 191,015
Total Islamic investments at cost J0850.005 45,165,511
Less: Provision for diminution in value of investments 10.5.1 (49,206) (46,125)
Total Islamic investments - net of provisious 29,809,519 45,117,386
(Deficit)/ surplus on revaluation of held for trading securities  10.8 (2,007) 30,658
Surplus on revaluation of available-for-sale securities 21.3 415221 1,091,946
Total Islainic investments at market value 10,223,033 ~ 44,239,980

104  Conventional Investments by segments

Fully paid up ordinary shares
Listed Companies 10.6 967,706 967,706
Unlisted Companies 10.6 1,189,030 1,189,030

Term Finance Certificates, Debentures, Bonds and
Participation Term Certificates:

Listed Companies 10.6 104,307 105,092
Unlisted Companies 10.6 & 10.7 499,423 499,423
Subsidiaries

BIPL Securities Limited 10.9 2,394,937 2,394,937
My Solutions Corporation Limited 10.9 104,771 104,771
Associates - Unlisted

KASP Capital Limited 10.10 41,367 41,367
KASBE Funds Limited 10.10 432,302 432,302
New Horizon Exploration & Production Limited 10.10 553,000 558,000
Shakarganj Food Products Limited 10.10 627,942 627,942
Total conventional investments at cost 6,020,780 6,921,070
Less: Provision for diminution in value of investments 10.5.1 {5,051,652) (4,344,133}
Total conventional investments at market value 1869133 2,076,957
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10.5

10.5.1

10.5.2

Note
Provision for diminution in value of investments
Opening balance

Charge / (reversals)
Charge for the year

Reversals for the year

Transfers from other liability
Closing Balance 10.5.1

Break up of provision for diminution in the value
of investments is as follows:

Investments - Islamic

Investments - Conventional

Particulars of provision in respect of type and segment

Available for sale investments

Sukuk / Certificates

Listed Term Finance Certificates
Unlisted Term Finance Certificates
Ordinary shares of listed companies
Ordinary shares of KASB Modaraba
Ordinary shares of unlisted companies

Held to maturity securities
Unlisted Term Finance Certificates

Associates

New Horizon Exploration & Production Limited
KASBE Funds Limited

KASPE Capital Limited

Subsidiaries

BankIslari Modaraba Investments Limited
BIPL Securities Limited

My Solutions Corporation Limited

2017

2016

------- Rupees in '000 -------

4,800,258 5,127,088
710,385 .

285)|| (332,198)

TI0,600 (332,109

- 95,368

49,206 46,125
2,001,652 4,844,133
2,100,808 4,890,208

3,080 -
104,807 105,092
177,822 177,822
754,120 258,644

72,871 60,543

611,355 011,355
1,724,000 1,015,456
321,601 321,601
20%,000 208,000
432,302 432,302

41,867 41,867
1,052,169 1,032,169

46,125 46,120
1,872,136 || 1,872,136

104,771 104,771
2,023,052 2025052




Cnality of Available for Sale Serurities

I A I A | FE |
) i Tong { Medinm Term
Marre of the irestee conpany Mote  [Munberof Cf;]’:i:;aies | Shares & Railng Fare Value st Carying Valne
[where applicable)*
Eiupess In ]
Sulul: (bt fivates
Feckeral Covermment
Tjaral GOP Sikuk- 15+ lisl - 14245 - - B, L i - JEMNN - RV
Taral GOP Skuk- Fived ReafalBate 0% lis2 - AL - - B, L i - i 90 - i 1
Tjazak GOP Sakak- Fived ReadalRate i1 1043 38,00 B30 - - Bs. 100,000 T 055 AT LR 256300 FIBIN
T A ¥ R TR Y T 7S
Others
WAFDA St eond Sk ok Corfifieae & ligd - L3d, i0d - - Bs.5,000 - T | - T |
WAFDA Thind 5ok b Certirates™ 1045 BAN AN - - Bs.0ih loLis8 13,088 londs? 156%
Amiex Sk JUET 400 o Tuahed  Ustaed Bs.500 eyl 220250 gl 220,250
Set ity Leasiag Sakak log? 2000 Lm0 Uiraed  Unraied Bs.5,000 3180 3,080 - 3,080
Wew 416 A Eletronies (LG - kak lisa 1L 1o Urrahd  Usraed Es.5000 5, i 55, 00 5, i 55,0
Suidonlien GasGimpary Sk a4 - 20,000 - Ttaid Ra.bain - 150,000 - 150,000
Edea Housig Suhak 105,10 5 hng G000 Tuahd  Urnaid Bs.o00 A 32800 A A
WeehmThelom Hydso powe rCompany 1 1051 H5h Baih  Ahh b B.s L i L 15500 LA R 15500
HeehmTkelm Hydro powe Company 2 1051 19250 B Ahh b Bos L i 1,925, i 195 i 1,925, 195 i
Dibailshmit Ba kPakisfaa Limie d Tiee T alak 105,12 m - b+ - B.s. 1boi oo 000 - 2000 -
HlBambaBak Pabistai Linded Sikak 1AL | - 4 - Bz 1,hin o 0, - 20, -
E-Fid fzm Skl ? 105,14 - 50 - b Bs.5,000 - 250451 - 1
R AT EMELL S [MYENAE]
TUnits of Cpen-ered mutual funds
Moz CasiFud 15 176 Ad B PN b b ] ]
Meezay Tshmit Faad kit A7 Timted  Unsaged 130 § 5 2 il
Miezi Ishmit Ineome Fuad i 7o A i-if) 6.5 5 5 1 9
Meezan Balaeed Frad 13m 181 Tirahd  Uszaled Lg5=* i 1 il 3
a1 ! [4] ]
Crlinary s hates - Lis ted
Dulme y City BEIT T AN T 3 EE1 Es. 1t M2 5 WL | 02 5 BT |
K458 Modasha Limiled = 1046 FeF ligdar  BEB+  Uimaled Es. 1t iR 9L 1330 3L
Ly riferk Limfied =+ BRET BATREY Uwakd ol Es. 1t 876 1L LA 1150 ik
E-Eeirt *= 298 L A4 hbe Es. 1t 2 2 2 2
To [ L R V.
Crclinary shares - Unlisted ****
Evolrewte Capifallimited - Taeorpomied i1
Baitish Vi s Islaads sgingen  Sgenm0 Usmed  Uwmad  USDoes [T Lmam I et || oree | e |
Pk ExporiFaanee Gramaiee
Sgraey Limited 563 g A5 M4 Urrgled  Uiraed Es. 1t 50 5480 - -
E45R Tnrest (P rivate) Limided = 308,000 3985000 Urgled  Tasaed Es. 1t &, 28,000 - -
1183 a0 1139080 ST AT A
Termn Finaree Certificates - Listed ****
Tekeand Limited a5 3000 o0 Unraled  Uszaied Ra.Biin ERK] T | - -
Trast Tavesimend Bank Limited 1igle 2,400 00 Ustaed  Upzaged B 500 a9 22491 - -
Wodd CallTeleeom Limiled 1AL B3 PAE Uuahd  Dirged Bs.500 144 FEALT - -
Lid A1 105,132 - -
Temn Fimance Certificates - Unlisted ***
dgaitee) Limiled li6.15 3hiin g Uned  Ussaed Besom [ Woml [ 199Rel | - -
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10.6.1 The profit rate on these Sukuks comprises of six months weighted average yield of six month
market treasury bills minus 200 basis points. The principal has been redeemed on maturity in
June 2017. These were backed by Government of Pakistan’s Sovereign Guararitee.

10.6.2 The profit rate on these Sukuks comprised of Fixed Rental Rate (FRR) basis i.e. 5.59%. The
principal has been redeemed. These were backed by Government of Pakistan’s Sovereign
Guarantee.

10.6.3 The profit rate on these Sukuks comprised of Fixed Rental Rate (FRR) basis i.e. 6.10%. The
principal is redeemable on maturity in February 2019. These are backed by Government of
Pakistan’s Sovereign Guarantee.

10.6.4 The sukuks have been matured in July 2017. The profit rate on these sukuks was six months
KIBOR minus 25 basis points receivable on semi-annual basis. The issue amount and rentals
were backed by Government of Pakistan’s Sovereign Guarantee.

10.6.5 These carry profit at the rate of six months KIBOR plus 100 basis points (2016: six months
KIBOR plus 100 basis points) receivable on semi-annual basis with maturity in October 202].
The principal is repayable in 14 equal semi-annual installments with first installment falling
due in the 18th month from the first drawdown date. The issue amount and rentals are backed
by Government of Pakistan’s Sovereign Guarantee.

10.6.6 The Sukuks have been matured in October 2012. As per the terms, principal was due to be
redeemed in 12 consecutive quarterly installments with the first such installment falling due
not later than the end of 27 months from the last draw down. These Sukuks are backed by
guarantee of Rs. 740 million from the Bank of Punjab (BoP). During 2010, Amtex defaulted in
its principal repayment. Consequently, the Bank suspended the accrual of profit on the Sukuk.
In 2011, the Bank called the guarantee given by the BoP which was stayed by Lahore High
Court in a case filed by Amtex. In 2014, the Cowt has ordered BoP to deposit the amount of
guarantee with the Court till the disposal of the case. The Bank has also filed recovery case
against Amtex and BoP, however, in view of BoP guarantee no provision has been made against

the sukulk.

10.6.7 Since last restructuring, these Sukuks carry profit at the rate of 0%, (2016: 0%). The accrued
profit amount will be repaid in six equal monthly installments starting from 43rd month.
Principal to be repaid in 48 months starting from April 2010. As per the restructured plan,
principal will be repaid in 36 monthly installments and the accrued portion of prefit up to
March 2011 has been waived.

However, the issuer was unable to comply with the above restructuring plan and has executed
a revised restructuring plan which has been approved by the minority sukuk holders.
Currently, the customer is not making any payment as per the restructuring plan approved by
the minority sukuk holders. The Bank has made provision amounting to Rs. 3.081 million
(2016: Nil) against this investment.

10.6.8 These carry profit at the rate of three months KIBOR plus 220 basis points (2016: three months
KIBOR plus 220 basis points) receivable semi-annually with the maturity in December 2012.
The principal was to be repaid in 6 consecutive semi-annual installments, the first such
installment falling not later than the end of 30th month from the date of issue. As a security first
pari passu charge over all present and future fixed assets amounting to Rs. 300 million of the
company, first pari passu charge over all present and future current assets amounting to Rs. 800
million of the company, irrevocable guarantee of a Financial Institution and Personal
Guarantee of sponsoring directors has been provided. The customer has defaulted in its
payments towards the Bank. An amount of Rs. 55 million has been deposited with the Bank
over which lien in favour of the Bank has been marked. Hence, no provision has been
recognised by the Bank.



10.6.9 The sukuks have been matured on May 2017. The profit rate on these sukuks was three months
KIBOR plus 75 basis points receivable on quarterly basis. The purchase price and rentals were
backed by Government of Pakistan’s Sovereign Guarantee. As a security first pari passu charge
over fixed assets of the company and equitable mortgage on selected land and building with
25% margin had been provided.

10.6.10 These Sukuks carry profit at the rate of three months KIBOR plus 300 basis points for the period
between June 30, 2013 and June 29, 2014 (2016: three months KIBOR plus 300 basis points for
the period between June 30, 2013 and June 29, 2014) receivable quarterly based on Diminishing
Musharakah mechanism with maturity in June 2014. The customer had defaulted in its
payment towards the Bank As a security, charge over hypothecated assets amounting te Rs.
2,433 million (inclusive of approximately 33.5% margin) and a charge over the mortgaged
property of the company amounting to Rs. 1,820 million (inclusive of 10% margin) has been
created by the issuer in favour of the trustee. Hence no provision has been recognised by the

Bank.

10.6.11 These carry profit at the rate of six months KIBOR plus 113 basis points (2016: 113 basis points)
receivable half yearly with maturity in June 2026. The sukuk will be redeemed in 16 equal
semi-annual installments starting from the end of 30th month from the first disbursement. As a
security, unconditional and irrevocable first Demand Guarantee(s) of the President of Islamic
Republic of Pakistan covering issue amount of respective facilities along with profit payments
and all unencumbered present and future assets of NJHP under Sukuk arrangement for
Shariah compliance has been provided. Further exclusive lien over Debt payment A ccount for
the benefit of the investors has also been provided as security.

10.6.12 These carry profit at the rate of six months KIBOR plus 50 basis points (2016: Nil) receivable
half yearly with maturity in July 2027. The principal is redeemable on maturity.

10.6.13 These carry profit at the rate of six months KIBOR plus 75 basis points (2016: Nil) receivable
half yearly with maturity in August 2024. The principal is redeemable on maturity.

10.6.14 The sukuks have been matured in March 2017. The profit rate on these sukuks was three
months KIBOR plus 225 basis points receivable quarterly. As a security exclusive
hypothecation charge was provided on the assets of the company.

10.6.15 These carry profit at the rate of six months KIBOR plus 375 basis points receivable on
semi-annual basis with maturity in May 2015. The principal was repayable in 13 unequal
semi-annual installments. The customer had defaulted in its payment and the amount had been
fully provided. However, during the current year an amount of Rs 0.285 million has been
received which has resulted in a decrease of provision by the same amount.

10.6.16 These carry profit at the rate of six months KIBOR plus 185 basis points receivable on
semi-annual basis with maturity in July 2013. The principal was repayable in 13 unequal
semi-annual installments. The customer had defaulted in its payment and the amount had been
tully provided.

10.6.17 These carry profit at a fixed rate of 1.6% receivable on semi-annual basis with maturity in
October 2021. The principal is repayable in 14 equal semi-annual installments. The customer
had defaulted in its payment and the amount had been fully provided.
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10.6.18 These carry profit at the rate of six months KIBOR plus 175 basis points receivable on

semi-annual basis with maturity in November 2014. The principal was repayable in 13 unequal
semi-annual installments. The customer had defaulted in its payment and the amount had been

fully provided.

10.6.19 These carry profit at the rate of six months KIBOR plus 225 basis points receivable on

10.7

10.7.1

10.7.2

10.7.3

semi-annual basis with maturity in November 2014. The instrument was structured to redeem
0.08% of principal in the first 24 months and the remaining principal in 10 equal semi annual
installments of 9.992% each of the issue amount respectively The customer had defaulted in its
payment and the amount had been fully provided.

Held to maturity securities

Name of the investee company 2017 2016 2017 2016
Note Face Value Number ot Cost
Certificates Rupees in "000

Term finance certificates”

Azgard Nine Limited (3rd Issue) 10.7.1 Rs 5000 35000 35,000 60,041 60,041

Agypitech Limited (4th Issue) 10.7.2 Rs 5000 183429 18,429 92,145 92,145

Azgard Nine Limited (5th Issue) 10.7.3 Rs 5000 33,883 33,883 169,415 169,415
321,601 321,601

*These represent investments acquired from defunct KASB Bank Limited upon amalgamation

of KASB Bank undertaking with and into BankIslami Pakistan Limited.

These carry profit at the rate of six months KIBOR plus 225 basis point receivable on semi
annual basis with maturity in December 2014. The principal is repayable in fourteen
installments with first four installments of Re. 1 per certificate and subsequent ten
installments of Rs. 499.6 per certificate. The customer had defaulted in its payment and the
amount had been fully provided.

These carry profit at the rate of six months KIBOR plus 225 basis point receivable on
semi-annual basis with maturity in December 2014. The principal is repayable in 14
installments with first 4 installments of Re. 1 per certificate and subsequent ten installments of
Rs. 499.6 per certificate. The customer had defaulted in its payment and the amount had been
tully provided.

These carry profit at the rate of zero percent coupon with maturity in December 2016. The
principal is repayable in 7 semi unequal installments in 5 years inclusive of 1.5 years grace

period. The customer had defaulted in its payment and the amount had been fully provided.
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10.3

Held for trading securities

The Bank holds investments in ordinary shares (nominal value of Rs 10 each, unless stated
otherwise) in the following investees:

2017 2016
Name of the investee company Entity Entity
Rating . Rating ,
Long term anhaI;er of Cost C%ymg Long term Nur]:lber of Cost C&rlymg
{ Short shares ue  Short shares ue
term term

Ord_inary Sha_res uf listed company T~ Rllpees in'"000 R“Pees in'000——————
CEMENT
(herat Cement Com pary Limited - - - - Al AL 580 979 10,04
D.G. Khan Cement Canperty Limited Unrated 2500 316 M Unmted 262500 50,37 58
Fauji Cement Company Limited Uniated 250 68 62 Unmted 126001 5216 568
Maple Leaf Cement Factory Limited At AL 250 172 71 A+ AL 462500 51,30 5806
REFINERY
Attock Refinery Limited AAS Al+ 200 5,009 5151  AASAl+ 8,00 31,816 5,725
FERTILIZER
Engro Corporation Limited - - - - AAS ALY 1350 428 4,267
Eng o Fertilizars Limited - - - - Al | Al+ 180 1,298 1,24
Fauji Fertilizer Company Limited AAS AL+ 23000 1,772 180 - - - -
ENGINEERING
Amreli Steels Limited - - - - A Al 338500 23125 251
International Steels Limited - - - - At Al 62350 56,260 95
OIL & GAS MARKETING COMPANIES
Hasod Petpdeum Limited - - - - At A1 4510 1479 1519
Fakdstan State Ol Comparty Limited AA AL+ 9om 2812 2038 AA[ AL+ 161,500 4,929 195
POWER GENERATION & DISTRIBUTION
K-Electric Limited AA AL+ 88000 526 BE5 AAS AL Be950 5,250 6,273
Kot Addu Power Company Limited - - - - AA+ ] AL+ 310 23 23
CABLE & ELECTRICAL GOODS
Pak Hektron Limited A+ Al M1 17,313 16218 A+ /Al 106000 T5 406 75,567
QIL & GAS EXPLORATION COMPANIES
Ol & Gas Development Compary Limited - - - - Unrated 250 5,376 5,374
Pakigtan (ilfislds Limitecd - - - - Unrated 91,5m 4808) 48918
Palietan Petrolevym Limited - - - - Uniated 185 3297 3481
TEXTILE COMPOSITE
Mishat Millz Limited AA L ALY 4,50 63l 673 - - - -
FOOD & PERSONAL CARE PRODUCTS
Eng o Foods Limited - - - - Unrated 200 500 6,142
Treet Corpormtion An AL 67 50 24592 2501 - - - -
TECHNOLOGY & COMMUNICATION
Pakistan Telecommunication Company Limited  Unrated 200 2 2% Unmted 190,000 3453 3265

32156 30,149

497,908 475,566
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. Break up Cost
HOI?(dlng e 2017 2016
109 Details of investment in subsidiaries share

—— Rupees in"000 ——
Listed vp

BIPL Securities Limited 77.12 925 2,394,937 2,394,937
Chief Executive (A): Mr Abdul Aziz Anis

77,121,500 Ocdinary shares of Rs. 10/- each

Break up value per share is based on the audited financial

statements for the year ended December 31, 2017.

Unlisted

BanklIslami Modaraba Investments Limited 100 16.97 191,015 191,015
Chief Executive Mr Aziz Adil

8,000,000 Ordinary shares of Rs.10/- each

Break up value per share is based on the unaudited financial

statements for the half vear ended December 31, 2017.

My Selutions Corporation Limited 100 - 104,771 104,771
Chief Executive: Information not available

25,000,000 Ordinary shares of Rs. 10/ - each

Break up value per share is based on the unaudited financial
statements for the year ended December 31, 2016.

2,690,723 2,690,723

Hoiding || Number of Cost
o Shares 2017 | 2016
—— Rupees in"000 -——

10.10 Details of investment in associates

Unliste d
KASB Capital Limited - incorporated in Mauritius 21.78 233,000 41,867 41867
Face value per share: USD 1 /-
Break-up value per share: Rs. 41.65 /- [based on
unaudited financial statements for the year ended
31 December 2016]
Chief Executive: Information not available

KASB Funds Limited 4359 14,123,622 432,302 432,302
Face value per share: Rs. 10 /-
Brealk-up value per share: Rs. 0.44/ - [based on
unaudited financial statements for the year ended
31 December 2015]
Chief Executive: Information not available

New Horizon Exploration and Production Limited 20 61,600,000 558,000 553,000
Face value per share: Re. 1/- and Rs. 10 /-
Break-up value per share: Rs. 1.08/- [based on
unaudited financial statements for the year ended
30 June 2015]
Chief Executive Information not available

Shakarganj Food Prod ucts Limited a0.2 60,950,000 627,942 627,942
Face value per share: Rs. 10 / -
Break-up value per share: Rs. 13.89/- [based on
unaudited financial statements for the period ended
31 December 2017)
Chief Executive Mr. Ahsan M Saleern

1,660,111 1,660,111
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Note 2017 2016
-—— Rupees in 000 ———
11 ISLAMIC FINANCING, RELATED ASSETS AND ADVANCES

Islamic financing and related assets - net 11.1 118,449,536 76,626,353
Advances (relating to amalgamated entity) - net 11.2 #85,503 990,449

119,155,039 77.816,800

11.1 [SLAMIC FINANCING AND RELATED ASSETS

In Pakistan
- Murabahah financing and related assets 11.3,11.9 & 11.11 13,896,557 13,798,029
- Istisnafinancing and related assets 11.4 & 11.10 11,285,633 13,973,015
- Diminishing Musharakah - Housing 11,107,742 7,661,273
- Diminishing Musharakah financing and related assets - Auto 5,231,475 877,758
- Diminishing Musharakah financing and related assets - Others 11.6 10,782,548 8,702,350
- Against Bills - Murabahah 79,732 12,310
- Post Due Acceptance 37,241 25,073
- Salam 11.5 166,987 75,000
- Muswarnmah financing and related assets / Karobar financing 11.7 14,546,579 7,918,202
- Financing to employess 11.19 2,270,601 2,061,846
- Foreign Bills Purchased against Financing - 50,577
- Qardh e Hasana 561,956 158,000
- Running Musharakah 38,689,311 10,000,000
- Investment Agency Wakalah 6,250,000 6,250,000
- Housing finance portfolio - others 45,788 73,761
- Netinvestment in Ijarah financing in Pakistan 11.131 38,481 39,829
- Jarah financing under IEAS 2 and related assets 11.8 5,629,664 6,910,162
Gross financing and related assets 120,627,435 TET7 194

Less: Provision against non-performing Islamic financing and
related assets

- Specific 11.15 & 11.16 (1,934,769) (1,658, 774)
- General 1L15 & 1116 (223,190) (192,067
Islamic financing and related assets — net of provisions 118,469,536 76,526,353

11.1.1 Brief description of Islamic Financing arrangements
Murabahah

Murabahah to the purchase orderer is a sale transaction wherein the first party (the Bank) sells
to the client / customer Shariah compliant assets / goods for cost plus a pre-agreed profit after
getting title and possession of the same. In principle, on the basis of an undertaking
{(Promise-to-Purchase) from the client (the purchase orderer), the Bank purchases the assets /
goods subject of the Murabahah from a third party and takes the possession thereof. However,
the Bank can appoint the client as its agent to purchase and take possession of the assets /
goods on its behalf. Thereafter, it sells it to the client at cost plus the profit agreed upon in the
promise.

Istisna

Istisna is a contract where the buyer (the Bank) orders the client (seller / manufacturer) to
manufacture and deliver specified goods at an agreed contract price upon completion. Istisna
is used with Wakalah agreement to provide financing mainly to manufacturers. Thus the
transaction consists of two stages: (i) Bai Istisna whereby the Bank purchases goods from the
cdient and (ii}) Wakalah whereby the Bank after receipt / possession of goods, appoints the
cient its agent to sell the goods in the market.
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Diminishing Musharakah

Diminishing Musharakah represents an asset in joint ownership whereby a partner promises
to buy the equity share of the other partner until the title to the equity is totally transferred to
him. The partner using the asset pays the proportionate rental of such asset to the other
partner (the Bank).

Import Murabahah

Import Murabahah is a product, used to finance a commercial transaction which consists of
purchase by the Bank (generally through an undisclosed agent) the goods from the foreign
supplier and selling them to the client after getting the title to and possession of the goods.
Murabahah financing is extended to all types of trade transactions ie., under Documentary
Credits (LCs), Documentary Collections and Open Accounts.

Salam

Salam is a sale transaction where the seller undertakes to supply some specific goods to the
buyer at a future date against an advance price fully paid on spot. In Salam financing, the
transaction consists of two stages: (i} Bai Sa]f;m wherelI:-)y the Bank purchases goods from the
dient and (ii) Wakalah Whereﬁy the Bank after receipt / possession of goods, appoints the
client its agent to sell the goods in the market.

Muswammah / Karobar Financing

Muswammah is a contract where the Bank purchases tangible identified goods from client at
an agreed purchase price. The Bank then sells the goods in the market through agent (Client)
at a higher price to earn its desired profit.

Musharakah / Mudarabah

Musharakah / Mudarabah are different types of partnerships in business with distribution of
profitin agreed ratic and distribution of loss in the ratio of capital invested.

Wakalah—tul-Istismar (Investment Agency Wakalah)

Wakalah—tul-Istismar means appointing another person to invest and grow one's wealth,
with or without a fee. It covers contract for acquisition of services of a person or institution
{(Wakeel) for making investments of Wakalah Funds, and accomplishment of certain task on
behalf of another person or institution (Muwakkil).

Running Musharakah

In Running Musharakah financing, the Bank enters into financing with the customer based on
Shirkat-ul-Aqd or Business Partnership in customers operating business. Under this
mechanism the customer can withdraw and return funds to the Bank subject to its Running
Musharakah Financing limit during the Musharakah Period. At the end of each quarter / halt
year the customer pays the provisional profit as per the desired profit rate which is subject to
tinal settlement based on the relevant quarterly / half yearly / annual accounts of the
customer.

Ijarah

[jarah is a contract where the owner of an asset transfers its usufruct (i.e. the usage right) to
another person for an agreed period, at an agreed consideration. The rentals received /
receivable on [jarah are recorded as income / revenue. Depreciation on [jarah assets is
charged to protit and loss account by applying the accounting policy consistent with the
pelicy for depreciation of operating fixed assets.
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Note 2017 2016
11.2 ADVANCES —_—— Rupees in 000 ————-
Loans, cash credits, running finances, ete. - In Pakistan 8709122 9,780,050
Net investment in finance leaze - In Pakistan 11.13.1 585,391 608,712
Bills discounted and purchased (excluding treasury
bills) - Payable in Pakistan 714,646 720,973
Advances - gross 10,008,159 11,108,735
Provision against advances
- Specific 11.15 & 11.16 (9,515,300) (10,280,583
- General 11.15 & 11.16 (688) (560;
(9515,988) (10,247,443)
Advances - net of provision 493,171 88,202
Fair Value adjustment 11.17 192,332 182,157
Advances - net of provision and fair value adjustment 235,503 990,449
11.3 Murabahah financing and related assets
Murabahah finandng 11,442,916 11,568,440
Advanece against Murabahah financing 2,453,641 644,062
Murabahah inventories 1,585,537

13,856,557 13,758,029

11.4 Istisna financing and related assets
Istisna financng 5,949 944 8,207,253
Advance against Istisna financing 5,268,236 759,984
Istizna inventories 66,653 E,005,828
11,285,833 13,973,015
115 Salam
Salam financing 67,001 12,002
Advance against Salam 99,986 -
Salam inventories - 62,998
166,587 75,000
116 Diminishing Musharakah financing and related assets - Others
Diminishing Musharakah financing 10,584,893 8,723,608
Advance against Diminishing Musharakah financing 204,655 8,751
10,789,548 8,792,359
11.7 Muswammah financing and related assets { Karobar financing
Muswammah financing 9,624,350 6,884,913
Musiwam mah inventories 4,924,270 1,033,289
14546579 7,918,202
11.8 Ijarah financing under IFAS 2 and related assels
Net book value of assets under IFAS 2 11.14 5,427 911 6,382,270
Advance against Jjarah financing 201,753 527892
5,629,664 6,910,162
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1.9 Murabahah financing and related assets includes financing amounting to Rs. 827.897 million
(2016: Rs. 700 million) and advance amounting to Rs. 797.250 million (2016: Rs. 611.550

million) under Islamic Export Refinance Scheme.

1110 Istisna financing and related assets includes financing amounting to Rs. 444.654 million (2016:
Rs. 223.5 million) and advance amounting to Rs. 1,094.541 million (2016: Rs. 763.2 million}

under Islamic Export Refinance Scheme.

1111 Murabahah sale price {for transactions during the year)

Purchase price (for transactions during the vear}

11.11.1  Deferred Murabahah income

Opening balance
Arising during the year
Recognised during the year

11.11.2  Murabahah receivable

Opening balance
Sales during the year
Received during the year

1112 Particulars of Islamic financing and related assets
and advances - gross

11121  Inlocal currency
In foreign currency

11.12.2  Short-term {for upto one year)
Long-term (for over one year)

2017 2016
----------- Rupees in 000 ----------

66,360,039 90,044,556
(€5,104,250) (38,461,554)
1,255,789 1,583,002
134,490 249,323
1,255,789 1,583,002
(1,243,451) (1,697,335)
146,828 134,490
10,816,499 19,658,149
66,360,039 90,044,556
(66,563,627) (98,886,2006)
10,612,911 10,816,499
130,636,654 89,786,929
130,636,654 89,786,929
84,723,730 46,771,304
45,912,924 43,015,625
130,636,654 89,786,929
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JL13  Net investment in ljarah financing in Pakistan and finance lease

2017 2016
Not later | Later than | Over five Total Not later | Later than | Owver five Total
thanone | one and years than one | oneand years
year less then year less then
five years five years
Rupees in ‘000
ljarah rentals receivable 576,718 - - 576,718 619,450 - - 619,450
Residual value 91,452 - - 91,452 33,041 - - 33,841
Minirmurmn [jarah payments fAmE, 170 - - fAE,170 BE3,321 - - AR3,321
Profit for future perinds (44,200 (44, 208) (47800 - (4,780
Present value of minimum
ljarah payrnents 23,872 625,872 47,541 - 47,541
007 016
—----Rupees in ‘000-——--
11L13.1 Break up of net investment in [jarah financing and Finance lease
[slarnic financing and related assets - net 36,431 38829
Advances - net LBE, 351 608,712
D3, 17 b, 541
1L14 Ijarah Assets
2017
Cost Acocumulated depreciation Book Rate ot
Asat [Addition/| Asat Asat | Charge/ Asat  |value as at | Depreciati
January |(deletions) | December | January |(deletions) | December |Deceraber| on %
01, 2017 31,2017 | 01, 2017 31, 2007 31, 2017
Rupees in ‘000
Flant and Machinery 1,817,106 51729 LE56078 823,532 195,810 LO07,861 848,217 20-33.33
(12,757 (1,481
Wehides 7321676 915,258 7290401 1932980 1187885 710707 4579604  20-33.33
(546,533 (410,162)
9,136,782 966,987 9,148,479 2YRA51Z 13u3,699  371gbed 5427911
(555,280 (421,643
2016
Co st Accumulated depreciation Book Rate of
Asat [Addition/|  Asat Asat | Charge/ Asat  |value as at | Deprediati
January |(deletions) | Deceraber | January |(deletions) | December |Degember| on %
01, 2016 31, 2016 01, 2016 31, 2016 31, 2016
Rupees in ‘000
Plant and Machinery 958,417 868527 1817106 BEGA26 264,571 B23,532 993574 203333
(5,838 (6,665)
Wehides 4774900 3,182,103 7321676 1,262,649 975,043 1,932,980 53886%  20-33.33
(635,367 (304712)
Grana77  GUB0650 5,155,782 LBZB,27b  LooG614 2756512 6,502,270
(45, 225) (311,377
Net investment in Ijarah financing- 1FAS 2
2017 2016
Not later | Later than | Owver five Total Not later | Later than | Overfive | Total
than one | one and years than one one and years
year less then year less then
five years five years
Rupees in ‘000
ljarah rentals receivable Llh, /S 2640, 112 - Addb O10 TS 16 31,050 1336 5,305,504
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1115 [slamic financing and related assets and advances indude Rs. 15,837.045 million (2016: Fs 14533.967 millior) which have been placed
under nor-perfonming status as detailed bel owe

2017
Category of Classitied Islamic financng and - - —
Classification related assets and advances Provision Required Provision Held
Domestic | Overseas |  Total Domestic | Overseas | Total Domestic | Overseas | Total

Rupees in ‘000

Other Aszats espedally

mentioned (DAEM) 95,345 - 95,340 - - - - - -
Substandard 3,066,420 - 3,066,420 108,561 - 108,551 108,551 - 108,551
Doubtful 539,044 - 939,044 375,817 - 375,817 375,817 - 375,817
Loss 11,746,236 - 11,746,236 10,965,701 - 10,965,701 10,965,701 - 10,965,701
15,0637, 04 - 15,057,045 11,450,005 - 11,450,008 11,450,08Y - 11,4h0,08Y

2Ulo
Category of Classitied Islamic financing and for ; 3]
Classification Lt aaiots and adoances Provision Required Provision Held
Domestic | Overseas | Total Domestic | Overseas| Total Domestic | Overseas | Total

Rupees in ‘000

Other Aszats espedally

mentioned (OAEM) 692,568 - (592,560 - - - - - -
Substandard 886,369 - 886,369 188,467 - 158,467 188,467 - 158,467
Dioubtful 867,928 - 867,928 296,471 - 296,471 296,471 - 296,471
Losgs 12,087,081 - 12,087,081 11,454,419 - 11,454,419 11,454.419 - 11,454,419
14,533,967 - T4535,067 11,000,057 - 11,935,257 11,939,357 - 11,938,357

111571 In case of one of the noreperfomming Islamic financing and related assets amounting to Rs. 2,562 million, SEP has granted relaxation
vide letter no. BPRDY BRDY PRs / 7388/ 2018 dated April 4 2018 on creating a provision till Decamber 31, 2018. The cutstanding
amount of relaxation e.g. provisioning will not be available for distribution of cash & stode dividend and performanae bonus to
employees. Had the provision beenmade as per the requirements of applicsble Prudential Regulations, the 'provision against Islamic
financing and related assets and advances' would have been higher by Fs. 474822 million and profit before taxation would have been
loweer by e, 474.822 million

1016  Particulars of provision against non-performing lslamic financing and related assets and advances:

Mote 2017 2016
Specific | General |  Total Specific | General | |  Total
———————————————————— (Rupees 1n “O00-—---—----—————-—-
Openingbalance 11,938,357 192927 12,132,284 13,516,506 135,593 15,652,093
Charge for the year 515,502 30,951 550,453 790,178 57,334 547,512
Reversals (997, 966) - (097, 966) || (2.309,561) - (2,309561)
(470, 404) S0,551 d4r,515)  (Lb19383) 04,334 (1462045
Arnount written off 1118 (10,824 - (10,524) (57, 766) - (57, 766)
Closingbalance 11,450,069 5078 11675047 11,050,357 192,927 12,130,288
11161 017 2016
Specific | General | Total Specific | General | | Total
——————————————————— (Rupees in “O00-----——----—--—
Islamic 1,934,769 223,190 2157959 LE5G7T4 192,067 1,850,841
Corventional 9,515,300 A5 0515988 10,280,583 B0 10,251,445

11,450,065 kR R e v 152525 14 132,208

017 2016
1L16.2 Reversals net of fair value adjustment taken to the profit and loss account Rupees in ‘000
Gross reversals 057 Ha6 2508561
Charge for the year (550,453) (847,512
447,515 1,452,049
Fair value adjusted - net 30,175 262,358
MNet reversals taken to the profit and loss account 477608 1728 567
11163 Particulars of provision against non-performing Islamic financing and related assets and advances:
2017 2016
Specific | General | Total Specific | General | Total
———————————————————— (Rupees in “O00)-—---—---—————-
Inloca currency 11,450,068 223878 1L673947 11,939 357 192,927 12,132,284

I foreign currency

11,450,000 225,878  1L6/3,0%  1LU50,357 102,007 12,152,008
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11.16.3.1  The Bank maintains general reserve (provision) in accordance with the applicable requirements of the Prudential
Regulations for Consumer Financing and Prudential Regulations for Small and Medium Enterprise Financing
issued by the SBR.

11.16.3.2  In accordance with BSD Circular No. 2 dated January 27, 2002 issued by the SBE, the Bank has availed the benefit
of Forced Sale Value (FSV) of collaterals against the non-performing financings. The benefit availed as at
Decarmnber 31, 2017 amounts to Ks. 432,630 million (2016: Rs. 468.585 million). The additional profit arising from
availing the FSV benefit - net of tax amnounts to Rs. 281.209 million (2016: Rs.304580 million). The increase in
profit, due to availing of the benefit, is not available for distribution of cash and stock dividend to share holders.

1117 Provision in respect of acquired loans related to amalgamated entity have been determined after taking into
considerations of the fair values of such loans on the basis of valuation exercise performed by the Independent
consultant.

2017 2016

11.18 Particulars of write offs -——- (Rupees in 000) ———.
Against provisions 10,624 57,766
Directly charged to the profit and loss account - 32,008

0,604 0,74
Write offs Rs. 500,000 and above 10,339 89,220
Write offs below Rs. 500,000 485 554
10,824 8Y, 774

11.18.1 Details of Financings Write-off of Rs. 500,000/~ and above

In terms of sub-section (3) of Section 334 of the Banking Companies Ordinance, 1962 the Staternent in respect of
written-off financings or any other financial relief of rupees five hundred thousand or above allowed to a
person(s) during the yearended is given in Annexure-[I.

1119 Particulars of financing to directors, executives or officers of the Bank

Financing due by directors, executives or officers of the bank or any of them either severally or jointly with any
other persons.
Note 2017 2016
-——- (Rupees in “000) ———-

Balance at the beginning of the year 2,061,846 1,847,139
Financing granted during the year 1,020,826 846,751
Repayments made during the year (812,071) {632,044)
Balarnce at the end of the year 11.12.1 2,270,601 2,061,846

11.19.1 This includes Rs. 5.609 million (201é: Rs. 4.653 million) mark up free financing to employees given under the
Bank's Human Resource Folicy.

Note 2017 2016
—————— Rupees in ‘000-———

12 OPERATING FIXED ASSETS

Capital work-in-progress 121 54,437 38,362

Property and equipment 12.2 5,889,921 6,147,897

Intangible assets 12.3 3,128,129 3,161,266

5,070,457 5,507 505

121 Capital work-in-progress

Advances to suppliers and contractors 54,437 38,362

Advance for acquiring properties:

- Office premises 721,903 721,903

776,340 760,265

Proviston for impairment against advance for
acquiring floor / office premises (721,903) (721,903)
SLA5T BRI
—
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122 Property and e qui pment

2017
COST/ REVAL(I.L'?Hnosﬁ DEP‘I;:EC[A}":;)N et book oot
As D's[; Asat Asat m:%;r V| asat | vauesa | m:i ion
January 01, | Additons adiustments® Decamber | January 01, di ¥ 29/ Decanber | Decanber 51, ¥ o
2017 JISIMENIS.) gy ap7 2017 SPOSES 3y omy 2017 o
adjustments
Rupees in 000
At revalual amounts
Freshold / Leasehold Land 1,015 199 - - L0MBE0 - - - 1,000,808 -
(12356 -
Building onleasehold land 2504686 - - 2821861 20,560 1025963 157,062 2THTH 2
17,256 _
1,114
AL cost
Furriture and fixture 2,904,205 182,49 BRM  27ERT0 1323191 IREST  LHDTED 1431, 108 10
(335,022 (2,045
(34242
Eledrical, office and
comnprter equipment 2,580,016 1352 (3252  253L7& 2206345 35,56 1856731 [aRice] 15-25
(47, (B2) (30,330)
- (842519
Vehicles 2,151 - (516 17,357 TR0 2,173 12,159 5,178 X
(2,25 (516)
(20,28)
O e 1 O -1 B - N XA oL o Dol
- (L0157 {B2E51)
(591,545

* Durning the yeat, the Barlk reviewred the ixed assetz acquired as a result of the amalgamation in 2015 and adjusted the costwith the acoumulated
depreciation of the respect azzets to reflect their vaue as atthe acquisition date.

016
COS T/ REVALUATIONS DEPRECIATION [
Net book,
As Additions/ | (Disposals Asat Asat g‘ﬁi? Asat value 15 ot 5 Rr‘;:i::finn
Jauary 01, | tramsfas f { write Decanber | Jamuwry 01, p dispis 19/ Decanber | December 31, P o
2Ma 1d]ustmens affs) 1, 20106 A6 .-ld] J 31, 26 2Ma
Rupees in ‘000
At revalual amoeunts
Freehold  LeaseholdLand 831,847 - - 1015199 - - - 1,014,199 -
171,556 - -
12209 -
Building onleasehold land 3,075,552 - - 2904536 - iyt o) 20,580 2825 6hn 2
(171,556) - (4,365)
19
AL cost
Furriture and fixture 2152519 744147 (2457 2904209 L0667 Mo 1RE 191 1576018 ]
- - (1,788)
- 17538
Eledrical, office and
coraputer equipmert 3,608,565 404,000 77549 28001 1590181 302047 2206343 7867 15-25
- (71299
- (13,55
WVehides 34506 7 S 2,220 35,151 29714 4062 29200 2251 XN
- (4,178)
] L) L= e I~ = s NN =1 e T AR N R o LB S5
- - B272)
1235, 3588

12.21 Details of property and equipment disposed-off
The details of pmoperty and equipmentdisposed-off during the yearae discloeed in “Annexure [,
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12.3 Intangible asset —
HAT
COST AMORTISATION
Net book Rate of
Asat -, Asat Asat Chargefor | Asat value as ab Hizatio
larmary 01, :ﬁdml nsl;i December | Jamuay 01, | theyear/ | December| December 31, amo 7, "
27 ) 3, 2017 a7 adjustment 31 2M7 27
Rupeas 10 000
Computer software 656 A6 eoic s 455,768 488028 BEO7A 310,252 14949 N
(L4077 (36,722
Care depasils 40,600 - 40,600 35935 2393 62318 34,252 55%-20%
Customer 20738 - 7 x5 2712 F.7a5 54 10
list
(22529 (22,536)
Goodwill (Mote 124) 2,504 a7 - 2544 007 - - - 2,544,757 -
00,158 JrofcE ] A4044E R a3 151 jCen et 5 L, I8
(257, 013) (53655

* Duting the yeat, the Bark reviewed the fixed assets acquired as a result of the amalgamation in 2015 and adjusted the costwith the acoumulated
depredation of the respect aszets to reflect their value as atthe acquusition date.

016
COST AMORTISATION Nt book Rate of
Asat " Asat Asat Chargefor | Asat value as at tizatio
Janary 01, ﬁdmns / December | Jamuary 01, | the year [ | December | December 31 Famss o -
2016 Justment| o g 2016 | adjustment | 31, 2016 20016 o
Rupees in 000
Camputer software 45 445 121,065 22 427,316 B a2 4ER508 177 528 X0
- 5100
Core deposits 40,600 - 40,600 1554 2371 3,525 GED DA% -W%
Cugtormer 30,735 - 30,736 2936 3034 7960 2,766 10
list
Goodwrill (Mote 12.4) 2,544, 207 - 2,544,057 - - - 2,594,257 -
OELUT LLES 56809 h3,800 L 5A0E3Y 3,161,206
- 5100
124 Goodwill

This represents goodwill recognised uponacquisition of KASE Bark Undertakings based onfair values of assets and liabilities as more
fully explained in note 4 to these financial staternents. The SEP vide its letter no. BPFRD(REP-02) f 625-112/ 2017/ 4089 dated February
24, 2017 has sllowed the Bank exernption from "Goodwill impainment” under the applicsble accounting standards il Decarmber 30,
2018 and thereafter the Barl will be required to start goodwdll impaimment testing as pear applicable accounting rdes. The amount of
goodwll that will be deductible for taxable purposes is Es. 5,896.832 million. The difference represents the fair value benefit of the
financial assistancs granted by the State Bark of Pakistan as disdozed innote 16.1 to the finandal staternents.

125 Cost of fully depraciated properties and equiprment that are still in the Barld’s use, as at Decamber 31, 2017, amounted to Rs.
1,450.711 million (2016: Rs. 1,051.133 million). The cost of fully amartized intangible assets that are still inthe Bark’s use, as at
Decamber 31, 2017 amounted to s, 181765 milion (2016: Fs. 156,176 million).

126 During the year 2015, the Bank’s frechold land and buildings onleasehold land were revalued by M/s. Akbani & Javed,
Harvesters Services and Ghand hara Consultants on the basis of their prafessional assessmentof the present market value. As a

result of revaluation the market value of freehold land and buildings onleasehold land were determined at Ks. 3,790,573 million

Had there been no revaluation, the carrying amount of reval ued assets at Decernber 31, 2017 would have been as follows:

COST DEPRE CIATION
Asat As at Asat | Charge Asat Netbook value as at
January |Additions | (Disposals) | December| January | forthe | December December 31, 2017
01, 2017 31,2017 | 01,2017 | year 31, 2017
Rupees in ‘000

Freehold / Leasehold 434923 - - 434,923 - - - 434,928
Building onleasehold 2,524,622 - - 2,524,622 236,875 51,341 288,216 2,236,406
2,950,550 - - 2950,550 236,875 51341 288,216 2,671,354
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MNote 2017 2006
———————— Rupees in ‘000
13 DEFERRED TAX ASSET
Deferrad tax debits arising in respact of:
Accurnulated taxlosses 13.1 5,540,284 1,869,425
Tax credit against minimum tax - 354,905
Provision for diminution in the value of investments 580,183 507,551
Provision against non-performing Islamic financing and related assets and advances 4054741 3,834.711
Provision for gratuity 21,253 21,253
Impairment of goodwill 37,001 74,118
ljarah financing and related assets 108,229 1,018
Others 533,770 606,561
063,461 7,205,540

Deferred tax credits arising due to:
Fair value ad jus tments rel ating to net assets acquired uponamalgamation (165,641) (38,157
Accelerated tax deprecation (120,836) (195 708)
Surplus on ravaluation of fixed assets (645,201) (6508000
Surplus on revaluation of norrbank ing assets 21.2 (5,149 (4,652
Burplus on revaluation of available for sale securities 21.3 (145,325) (382,180)
Met investment in finance lease (81,605 (81,605

(1,161,5585) 1,35 1L0HD)

7,701,506 5,918,460
131 The Bank has agoregate tax losses of Rs, 10,137,953 million as at Decemnber 31, 2017 which indudes tax losses of defunct KASE Banke

Lirited (now amagamated with and into the Bark). The management has carried out an assessment for estimating the benefit of
these losses, the Barle would be able to set off from the profit earned in future years against these carry forward losses. Based on this
assessment the management has recognised deferred tax debit balance amounting to Rs. 3,548,234 million. The amount of this benefit
has been determined based on the projected finandal staternents for the future periods as approved by the Board of Directors. The
detennination of future tax<able profit is most sersitive to certain key assumnptions such as aost to inoorme ratio of the Bank, deposit's
composition kibor rates, growth of deposits and financing, irvestment returns, product mix of financing, potential provision against
assets [ financings, recoveries from non-performing loans and branch expansion plan. Arny significant change in the key assumptions
may have an effect on the realisibility of the deferrad tax<asset.

Note 2017 2016
14 OTHER AS5ETS — - Rupees in ‘000 --—---— -

Profit { return accerued inloeal currency 2,441,242 2204926
Profit / return acerued in foreign currency 40972 1,093
Advances, deposits, advance rent and other prepayrnents 354,965 418,451
Norrbanking assets acquited in satisfaction of daims 141 1,768,418 1,665,910
Branch Adjustment Account - 55,701
Defined Benefit Flan assets - 35,175
Insurance daim receivable 208,704 18,068
Car ljarah repossession - -
Recetvable against First WAPDA Suluk 142 50,000 50,000
Lease rental receivable B 4464l
Recetvable against Mutual Funds - 16,041
Unrealized gain on forward foreign exchange contracts - 1541
Unreslized gain on forward sale contracts 2,350 -
Other recetvablas 174,010 317,901

46354,670 47 40y
Less: Provision held against other assets 143 (66,897 (661, 2900
Other assets (nst of provisions) 4,185,773 4,166,203

14.1 The market value of Non-Barking assets acquired in satisfaction of daime is Fs. 1,258.478 million (2016: Ks. 1,149336 million). The

impaitment amounting to Ks, 523.106 million (2016: Rs. 523,106 raillion) iz induded in provision held against other assets.

14.2 The Bark had purchased 10,000 certificates on June 25, 2009 of first WAPDA sukuk through a negotiated transaction for a cash
consideration of Rz 50,228 million having face value of Ra. 50 million, These certificates were available in the seller’s Central
Depository Compary (CDO) account and on completion of the transaction were transferred to the Bank's CDC acoount. Howeever, the
perindic [jarah Rental dues were not paid to the Bank on the plea that there exists certain diserepandy with respect to ownership of the
asset. The amount has been shown under "other assets” as the certificates were matured in 2012 as per the terms of the sukuk issue.
The Bark has not recognizsed any provision in respect of the above arnount as it is fully secured through alien over a deposit account.

14.3 Provision held against other assets
Opening balance 661,290 666,432
Charge for the year 7607 -
Reversals during the year - (5,142
7,007 -
Closing balance A, B aif 1,240
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Note 2017 2016
15 BILLS PAYABLE -~ Rupees in 000 ———
In Pakistan 0,988,996 0,273,934
Cutside Fakistan - -
0,088,996 D.073,034
16 DUE TO FINANCIAL INSTITUTIONS
In Pakistan 15,570,390 6,066,307
Outside Pakistan - _
TE570,590 6,006,307
.’ |
16.1 Details of due to financial institutions secured / unsecured
Secured
Acceptances from State Bank of Pakistan
underIslarnic Export Refinance Scheme 16.1.1 3,103,902 2,205,550
Acceptances from State Bank of Pakistan for financial assistance 16.1.2 2,581,488 2,360,757
Musharakah acceptance 16.1.3 5,000,000 -
Unsecured
Wakalah Acceptance 16.1.4 585,000 -
Musharakah Acceptance 16.1.5 4,300,000 1,500,000

5,570,300 6,000,307

16.1.1  The acceFtances are on a profit and loss sharing basis and are secured against demnand promissory notes executed in
favour of the State Bank of Pakistan (SBF). A limit of Rs. 5,000 million (201é: Rs. 5,000 million) was allocated to the
Bank by the SBP under Islamic Export Refinance Scheme for the financial vear ended December 31, 2017.

16.1.2  This represents amortised cost of a 10 year financing facility of Rs.5,000 million extended by the State Bank of
Palkistan (SEP). The facility is secured against Government of Pakistan Jjarah Sukuk. The 10 year facility was provided
on the basis of Mudarabah to be remunerated at profit sharing ratio declared by the Bank on its remunerative current
accounts on monthly basis (the last declared rate in this respect is 0.01% per annurm).

16,13  The profit rate on this agreement is 5.83% (2016: Nil) per annurm and thas maturity in 309 days (2016 Nil).

16.1.4  The profit rate on this agreement is 5.75% (2016: Nil) per annum and the agreement has maturity in5 days (2016: Nil).

16.1.5  The grofit rates on this agreements is 5.65% to 5.70% (2016: 5% to 5.25%) per annurm and has maturity in 2 to 18 days

(2016: 30 days to 51 days).
2017 2016
16.2 Particulars of due to financial institutions with respect to currencies -——— Rupees in 000 ———-
In local currency 15,570,380 6,066,307

In foreign currencies - -
15,570,320 6,066,307

17 DEPOSITS AND OTHER ACCOUNTS
Customers
Fixed deposits 42,404505 41,134,961
Savings depaosits 56,855,719 47,774,326
Current accounts - non-remunerative 58,026,421 48,567,422
Margin accounts - non-remunerative 592,600 516,032

157,879,045 137,082,741
Financial Institutions
Remunerative deposits 21,179,802 15,935,998
Norn-remunerative deposits 190,243 480,918
175,045,000 154,300,657

17.1 Particulars of deposits

In
- local currency 175,512,235 151,622,917
- foreign currencies 3,737,065 776,740

175,045,000 154,395,657
I
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Note 2017 2016
18 OTHER LIABILITIES --=----- Rupees in 000 --------
Profit / return payable in local currency 776,022 663,840
Profit / return pavable in foreign currencies 4,676 2,037
Accrued expenses 384,350 400,374
Deferred Murabahah Income - Financing and IERS 153,187 138,308
Deferred Murabahah Income - Commodity Murabahah 94,091 396,149
Payable to defined benefit plan 5,023 6,036
Payable to defined contribution plan 2,210 1,899
Defined Benefit Plan liabilities 45,993 -
Security deposits against arah 2,403,012 2,608,397
Provision against off-balance sheet obligations 18.1 129,093 299,093
Surplus income of quarantined entity held for future
admissible expenses 95,860 133,693
Receipt appropriation account 159,543 87,538
Current taxation (provisions less payments) 225,574 223,900
Provision against other tax liabilities 27,251 176,069
Sundry creditors 74,459 59,106
Payable to brokers against purchase of shares - net 3 184,568
Unrealized loss on forward foreign exchange contracts 898 -
Unrealized loss on forward sale contracts - 29,980
Charity pavable 18.2 2,679 2,145
Retention money payable 17,474 27,611
Workers’ Welfare Fund payable 23,723 23,723
Branch adjustment account 38,247 -
Others 16,604 197,140
4,680,000 5,661,606
18.1  Provision against off-balance sheet obligations
Opening balance 299,093 394,456
Transferred to provision against Investment (170,000) (95,363)
Closing balance 129,093 299,093
18.2  Charity pavable
Opening balance 2,145 3,956
Additions during the period
- Received from customers on delayed payment 8,864 6,988
- Shariah non-compliant income 239 170
9,103 7,158
Distribution of Charity
- Education (3,400) (960)
- Health (2,300 (5,047)
- Islamic Microfinance (700) (500)
- Community Development (2,250) (2,700)
18.2.1 (8,650) (9,207)
Accrual of profit on charity account 81 238
Closing balance 2,679 2,145




2017 2016
-------- Rupees in 000 --------

18.2.1 Charity was paid to the following:

Ahmed E. H. Jaffer Foundation 350 -
Akhuwat Foundation 700 500
Alamgir Weltare Trust International 950 500
Bait us Salam Education Foundation 200 -
Bait us Salam Welfare Trust 500 -
Centre for Development of Social Services 300 -
Diya Pakistan 200 200
Dr. M. Nasir Jamal Pasha - 200
Ghousia Free Dispensary 200 -
Indus Hospital 700 500
Infaq Memorial Trust - 700
Karachi Relief Trust 150 -
Kharadar General Hospital 700 200
Koohi Goth Hospital 200 200
Markaz-e-Umeed 200 -
Mr. Sajid Inayat - 322
Murs. Ishrat Afzal Butt - 1,900
Mrs. Shahnaz Khan 150 975
Ms. Mehak Ruba - 60
National University of Sciences & Technology 500 -
Pakistan Navy Education Trust (PNET) 200 -
Pakistan Navy Educational Trust - Bahria Model School 250 -
Qindeel Academy - 200
Sahara Public Rights Welfare 200 -
Saylani Welfare International Trust - 500
Shoukat Khanum Memorial 500 500
Syeda Anayah Nadeem - 250
Tasha Trust 200 -
The Citizen Foundation 1,000 500
Wasil Trust Charity - 1,000
8,650 9,207

18.2.2 Charity was not paid to any staff of the Bank or to any individual / organisation in which a
director or his spouse had any interest at any time during the year.
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20.1

20.2

21

SHARE CAPITAL
Authorised capital

2017 2016
------- Number of Shares ———-
1,300,000,000

1,300,000,000 Ordinary shares of Re.10 each

Issued, subscribed and paid up capital

2017 2016

Ordinary shares of Rs 10 each

1,007,5912,090 1,007,912,090 Fully paid in cash
RESERVES
Statutory Reserves 201
Reserve for bad debts and contingencies 20.2

2017 2016
——————— Rupeesin ‘000 —-—
13,000,000 13,000,000

2017 2016

10,078,121 10,079,121
676,266 363,636
250,000 250,000
926,266 613,636

Under section 21 of the Banking Com panies Ordinance, 1962 an amount of not less than 20% of the profit is
to be transferred to create a reserve fund till such time the reserve fund and the share premium account
equal the amount of the paid up capital. Thereafter, an amount of not less than 10% of the profit is required

to be transferred to such reserve fund.

The Board of Directors in its meeting held on March 6, 2015 had approved transfer of an amount of Re. 250

million out of "unappropriated profit” to "reserve for bad debts and contingencies”.

Note

SURPLUS ON REVALUATION OF ASSETS - NET OFTAX

Surplus arising on revaluation of:

Fixed Assets 21.1
Non Banking Assets 2.2
Available for sale securities 21.3

2017 2016

830,266 840,664
176,178 67,968
265,896 703,766
1,276,240 1,618,398
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211

212

Surplus on revaluation of fixed assets
Freehold / Leasehold Land
Building on leasehold land

Surplus on revaluation of fixed assets at January 1

Transferred to un-appropriated profit in respect of incremental
depraciation charged during the year

Related deferred tax liability in respect of increm ental depreciation
charged during the year

Related deferred tax liability on surplus as at January 1

Related deferred tax liability in respect of incremental depreciation

charged during the year

Surplus on revaluation of Non Banking Assets
Freehold / Leasehold Land

Surplus on revaluation of Non Banking Assets at January 1
Surplus recognised during the year

Building on leasehold land

Surplus on revaluation of Non Banking Assets at January 1

Surplus recognised during the year

Transferred to un-appropriated profit in respect of incremental
depreciation charged during the year

Related deferred tax liability in respect of incremental depreciation
charged during the year

Related deferred tax liability on surplus as at January 1
Related deferred tax liability on surplus arising during the year

Related deferred tax liability in respect of incremental depreciation

charged during the year

2017

-—--——Rupees in ‘000

2016

112,087 112,087
1,120,887 1,136,858
(10,398) (10,381)
(5,599) (5,590)
(15,997) (15,971)
1,104,590 1,120,887
(302,310 (397,900)
5,599 5,590
386,711) (392,310)
718,179 728577
830,266 540,664
59,367 -
107,252 50,367
166,619 50,567
13,233 -
1,890 13,491
(270) (168)
(145) (90)
(415) (258)
14,708 13,003
(4,632} -
(662) (4,722)
145 90
,149) (4,632)
3,550 8,601
176,178 £7,068
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2017 2016
————— — Rupees in ‘000 -——-

21.3 Surplus on revaluation of available for sale securities

Federal Government Securilies

- GOP Jjarah Sukuks 415,764 1,096,826
Sukuk certificates

- Sukuks listed - 1,721
- Sukuks unlisted (585 (3,783

Fully paid up ordinary shares {Units

- Ordinary shares of listed companies - (2,868)
- Units of Open End Mutual Funds 42 50
415,221 1,091,946
Related deferred tax liability (145,325) (382,180)
269,896 709,766

22 CONTINGENCIES AND COMMITMENTS

22.1  Transaction-related contingent liabilities

Contingent liabilities in respect of performance bonds, bid
bonds, warranties, ete. given favouring
- Government 704,137 875,950
- Others 9,393,558 11,828,695
10,097,655 12,704,645

222  Trade-related contingent liabilities

Import letter of credit 5508,063 4,348,098
Acceptances 1,627,253 1,983,434
7,435,316 6,331,532

223 Suit filed by customers for recovery of alleged losses suffered, pending
in the High Court, which the Bank has not acknowledged as debt 150,000 150,000

22.3.1 These mainly represent counter claims filed by the borrowers for restricting the Bank for disposal of assets
(such as mortgaged / pledged assets kept as security), cases where the Bank was proforma defendant for
defending its interest in the underlying collateral kept by it at the time of financing.

22.3.2 Consequent to the amalgamation of defunct KASE Bank Limited with and into Banklslami Pakistan
Limited as at May 7, 2015 certain cases have been filed by individuals pertaining to amalgamation in which
the Bank has been made a party. The management based on the opinion of itz legal counsel is confident that

these cases will be dismissed by the Honourable Court.
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22,4 The Deputy Commissioner Inland Revenue (DCIR) passed certain assessment orders against the Bank vide
letter no 06/97/2012, 07 /57/2012 and 08/97 /2012, all dated September 25, 2012 under Section 33 of the
Federal Excise Duty Act 2005, wherein aggregate demand of federal excise duty of Re. 60,431 million was
raised against the Bank mainly in respect of income from dealing in foreign currencies and certain dispute
regarding deposit of the amount amongst Federal and Provincial government.

The Barlk filed an appeal for the stay of the above demand before the Appellate Tribunal Inland Revenue
(ATIR) after the assessment order were confirmed by the Commissioner Inland Revenue (Appeals). The
stay application was heard on February 23, 2013. The ATIR accepted the stay application of the Bank and
had verbally directed that no recovery of demand should be initiated against the Bank till the decision of
the main case by the ATIR. The Bank initially deposited an amount of Rs. 10.4 million for filing appeal
against the gaid case. During the year 2014, the Bank had further deposited an additional amount of Rs. 8
million on the verbal instructions of the authorities. The ATIR has set aside the stay appeal in respect of
income from dealing in foreign currencies and remanded back the case to the Commissioner Inland
Revenue for fresh reassessment proceedings. The management of the Bank is confident that the above
matter will be decided in favour of the Bank and therefors, no provision for any liability which may arise in
thiz respect has been made in these financial statements.

22,5 The audited financial statements of the defunct KASB Bank Limited as at May 07, 2015 include a sum of Rs.
981.410 million respresenting advance against issue of right shares which had been treated as a part of
equity. This amount was received from Mr. Nasir Ali Shah Bukhari, a former sponsor of the defunct KASE
Bank Limited and other shareholders. The defunct KASE Bank Limited, when it was under the
management and control of Mr. Bukhari, did not issue shares against the said advance, amongst other
reasons, due to default on the part of the sponsors for meeting the minimurm capital requirement. The
amount was reported by the defunct KASE Bank Limited as a part of the shareholders equity in the
financial staternents with the permission of SBP consistent with the practice followed by other Banks in
Pakistan. The defunct KASB Bank Limited is now amalgam ated with and into the BIFL, with effect from
May 7, 2015, as per the Scheme of Amalgamation sanctioned by the Federal Government. The KKASE
Corporation Limited and one of its sponsors has filed a suit no: 1102/2015 in the Honorable High Court of
Sindh, wherein, they prayed for restraining the BIFL from using or transferring the amount of advance for
any purpose whatsoever during the pendency of the instant proceedings. Pursuant to the said suit, an order
has been passed by the Honorable High Court of Sindh on July 1, 2015, whereby, the Bank has been askead
to submit a statement of financial position and keep the amount in the same position. The Bank is of the
view that, in addition to other reasons, as Advance against future issue of right shares appearsd as
shareholders equity in the financial statements prepared by the defunct KASB Bank Limited itself, it did not
form part of the assets and liabilities of the defunct Bank transferred to the Bank under the scheme of
amalgamation. The same position has been maintained.

226 After the acquisition of defunct KASE Bank, the Bank came to know about certain transactions, identified
by SBP including but not limited to fraudulent activities. SBP instructed the Bank to initiate legal actions in
this respect and accordingly separate complaints have been lodged wiith National Accountability Bureau
(the Bureau) which were later converted into formal inquiries by the Bureau. It may be noted writhout
prejudice to the Bank's claim, the related amounts have not been recorded in these financial statements as a
matter of prudence.

2017 2016
——————— Rupees in ‘000 -

22.7 Commitments in respect of contracts

Purchases 1,269,645 5,974,455
Sales 1,575,981 6,336,881
228 Commitments for the acquisition of operating fixed assets 152,968 217,107
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229 Commitments in respect of financing facilities

The Bank makes commitments to extend financing in the normal course of its business but these being
revocable commitments do not attract any significant penalty or expense if the facility i= unilaterally
i thed rasar .

22,10  Taxation

22.10.1 The income tax returns of the Bank have been filed and tax assessments have been made by the tax
authorities upto tax year 2017, The returns filed for the tax year 2014 to taxc year 2017 are treated to be
deemed assessment order under section 120 of the Income Tax Ordinance, 2001,

22102 During the year 2014 (relating to defunct KASE Bank Limited), the learned Additional Commissioner
Inland Revenue (ACIR) passed amended assessment orders under section 122(5A) of the Income Tax
COrdinance, 2001 for tax Years 2011 and 2013 by imposing minimum tax on turnover disregarding gross
loss position of the Bank. ACIR has also amended taxability of capital gain and dividend income. The
aggregale tax impact comes to Ra.116.002 million. Against the said order, the bank filed appeal before the
Commissioner Inland Revenue - Appeals (CIRA). During the year the learned CIRA issued order under
section 129 of the Ordinance by deleting the tax charged on capital gain and dividend income and upheld
the levy of minimum tax. The learned ACIR has passed appeal effect order under section 124 of the
Ordinance, After appeal effect order the aforesaid demand has now been reduced to Ra.82.928 million.
Against the order of the learned CIRA, the Bank has filed an appeal betore the Honorable Appellate
Tribunal Inland Revenue (ATIR). However, the department has filed appeal against the CIRA Order on the
iszue of capital gain and dividend income. Therefore, crose appeal for the tax year 2011 and 2013 is

pending before ATIIR.

22.10.3 During the year 2014 (relating to defunct KXASB Bank Limited), in respect of Income tax assessments of
International Housing Finance Limited (amalgamated into the defunct KKASE Bank Limited during the
year ended 31 December 2007) for tax year 2005, CIR Appeals has maintained the order of the Taxation
Officer to the extent of disallowances relating to income from carry over transactions and gain on sale of
property having an aggregate tax impact of Rs 12.997 million. The defunct KXASE Bank Limited has
preferred appeals before the ATIR for tax year 2005.

22.104 During the year 2013 (relating to defunct KASE Bank Limited), the Appellate Tribunal Inland Revenue
(ATIR) passed an order for the tax years 2005 to 2009 in favour of the defunct KASB Bank Limited by
allowing certain deductions including provision for non-performing advances, impairment on
investments, other provisions, amortization of goodwill and allocation of expenses having an aggregate
tax impact of Ra. 712.550 million. However, the ATIR has dizsallowed deductions relating to carry over
transactions having tax im pact of Ra. 86,377 million for the tax years 2005 to 2008, The defunct KASE Bank
Limited has preferred an appeal before the Honorable High Court of Sindh against the said decision of the
ATIR. No development has taken place during the current period.

22,105 During the year 2013 (relating to defunct KASE Bank Limited), the Income tax assessments of KKASB
Capital Limited (amalgamated into the defunct KXASE Bank Limited during the year ended 31 December
2008) for tax years 2008 and 2009 were amended by the Taxation Officer to the extent of apportionment of
expenses having an aggregate tax impact of Ra. 125.880 million. The Bank has preferred an appeal before
the Honarable High Court of Sindh against the said decision of tax authorities. No development has taken
placed till the current period.

22,106 For tax years 2003 and 2004 (relating to defunct KASB Bank Limited), the Commissioner Inland Revenue
Appeals (CIR Appeals) has passed appellate orders on account of certain dizallowances in respect of
income from carry over transactions, provision against non performing advances, bad debts and certain
other items having an aggregate tax impact of Ra. 33.748 million. The defunct KASE Bank Limited has
preferred appeal before the Appellate Tribunal Inland Revenue (ATIR) against the above referred orders of
the CIR Appeals. No development has taken place during the current period.
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22.10.7 For assessment years 2001-2002 and 2002-2003 and tax years 2003, 2004 and 2005 (relating to defunct
KASE Bank Limited) the income tax authorities of AJK region have passed appellate orders by adding
interest on surplus funds transferred to head office, resulting in an additional tax demand of Rs. 14.587
million. The defunct KASE Bank Limited has filed reference wiith the Azad Kashmir High Court against
such additions for the above mentioned assessment/tax years upto 2004, For tax year 2005, the
Commissioner Income Tax (Appeals) - ATK has passed order in favour of the defunct KKASE Bank Limited .
Howrever, the tax department has preferred appeal before the Appellate Tribunal Inland Revenue (ATIR) -
AJK against interest on surplus head office funds, having tax impact of Ra. 5.337 million. For tax years
2006 and 2008, AJK tax department passed orders under section 122(54) of the Ordinance. As a result of
these orders, aggregate demand of Rg 19,178 million was raized against the defunct KASE Bank Limited.
Howrever, the order for the tax year 2008 has subsequently rectified under section 221 of the Ordinance.
Thereby aggregate demand for tax year 2006 and 2008 reduced to Re13.304 million. During last year the
learned Commissioner Income Tax (Appeals) - AJK has passed orders under section 129 of the Ordinance
for the tax year 2006 and 2008 whereby he has confirmed all additions. Therefore, the defunct KASE Bank
Limited has preferred an appeal before the ITAT - AJK. An appeal against the order of CIRA for the tax
year 2006 and 2008 has been filed by the Bank before the Appellate Tribunal Inland Revenue (ATIR) - AJK.

22,108 In respect of tax year 2009 and 2010 the Additional Commissioner (Inland Revenue) under section 122(5A)
of the Income Tax Ordinance, 2001 amended the return submitted by the Bank b_y adding / disallowing
certain expenses / deductions. The Bank filed an appeal against the zaid decision with the Commissioner
(Inland Revenue Appeals). The Commissioner (Inland Revenue Appeals) had deleted certain
disallowances and remanded back the remaining disallowances to Additional Comimissioner (Inland
Revenue). The remanded back disallowances were further restricted to Rs. 29.911 million and Rs 46.009
million respectively for Tax year 2009 and Tax year 2010. The Bank has filed appeal before the

Commissioner (Inland Revenue Appeals) against these disallowances / add backs.

22,109 In respect of tax year 2011, the Additional Commissioner (Inland Revenue) under section 122(54) of the
Income Tax Ordinance, 2001 amended the return submitted by the Bank by adding / dizallowing certain
expenszes / deductions resulting in reduction of losses claimed by the Bank by Rs. 306387 million. The
Bank has filed an appeal against the said decision with the Commissioner (Inland Revenue Appeals).

The management, based on the opinion of its tax advisor, is confident about the favourable outcome of the
above matters and consequently no additional provision has been made in these financial statements,

2017 2016
2211  Othercommitments — Rupees in ‘000 —--
Bills for collection 1,753,408 1,806,470
23 PROFIT / RETURN EARNED
On financing to customers
- Customers 6,686,518 5,401,723
- Financial Institution 1,136,366 2,256,974
7R22884 7,658,697
On investments in available for sale securities 2,408,000 2,386,777
On deposits / placements with financial institutions 43,131 7,451
Others 79834 74,691
10,353,849 10,127 616
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Note 2017 2016
——— Rupees in 006 ——
24 PROHT /{ RETURN EXPENSED
Deposits 4,663,903 4,863,514
Due to linancial institutions 580,176 P7.938
5,249,079 5,791,252
25 GAIN ON SALE OF SECURITIES
Shares 20,899 -
Mutual Funds 57,796 -
Sukuk certificates 43,405 97,772
122,100 Q7,772
26 OTHER INCOME
Rent on property 10,949 15,719
Gain on termination of financing 35,656 29274
Gain on sale of property and equipment 13,577 29,855
Income from tracker charges - 24,503
Amount recovered from staff 26.1 6,154 6,263
Others 12,116 7,427
78,452 111,041

26.1 Represents amount recovered from outgoing employees in respect of unserved notice period.

Note 2017 2016
———- Rupees in 000 -——-
27 ADMINISTRATIVE EXPENSES

Salaries, allowances, and other benefits 27.1 2,615,655 2,554,419
Charge for defined benefit plan 33.6 81,236 72,753
Contribution to defined contribution plan 34 86,632 74415

Non-executive directors’ fees, allowances
and other expenses 35 4,155 1,550
Remuneration to Shariah Board Members 00 900
Takaful, tracker and other charges on car Jjarah 195,075 179,805
Rent, taxes, insurance, electricity, etc. 1,215,028 1,160,185
Legal and professional charges 45,356 44,110
Communications 181,575 233,755
Repairs and maintenance 164,242 148,492
Stationery and printing 103,919 78,914
Advertisement and publicity 89,060 141,830
Auditors” remuneration 27.2 10,000 8,202
Depreciation on operating fixed assets 12.2 708,234 634,929
Amortisation 12.3 63,131 60,927
Depreciation on non banking assets 6,634 6,533
CDC and share registrar services 16,513 18,178
Entertainment expense 54,166 419,497
Security service charges 305,408 305,532
Brokerage and commission 6,935 28,256
Travelling and conveyance 30,455 33,961
Fees and subscription 178,521 158,225
Vehicle running and maintenance 72,167 53,487
Others 46,445 93,540
6,281,537 6,142,595
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27.1 This includes Rs. 165.795 million (2016: Rs. 142.411 million) paid to employees in respect of car
monetisation allowance.

2017 2016
———— Rupees in 000 ——
27.2  Auditors’ remuneration
Audit fee 5225 4,000
Fee for the review of half yearly financial statements 1,650 1,500
Special certifications and sundry advisory services 2,215 1,650
Qut-of-pocket expenses 910 1,052
10,000 3,202
2§ OTHER CHARGES
Penalties imposed by the State Bank of Pakistan 21,733 1,044
Worker’s Weltare Fund - 16,706
21,733 17,750
29 TAXATION
Current year 141,459 107,661
Prior years - -
Deferred (1,547,246) 283,796
(1,405,737) 391,457

291 The numerical reconciliation between average tax rate and the applicable tax rate has not been
presented in these financial statements as the provision for current year income tax has been made
under section 113 of the Income Tax Ordinance, 2001 (minimum tax on tumover) due to available tax
losses brought forward from prior years and transferred from the defunct KASB Bank Limited.

Under Section 114 of the Income Tax Ordinance, 2001 (Qrdinance), the Bank has fled the retumn of
income for the tax years 2006 to 2017 on due dates. These retums were deemed completed under the
provisions of the prevailing income tax laws as applicable in Pakistan during the relevant accounting
years.

29.2 During the year, the Bank revised its income tax return for the tax year 2016 and also reassessed the
consequential impact of such revision on the tax provision for the year 2017 based on technical advice
from its consultant.

As per the above revision, certain elements of the accumulated tax losses are considered as eligible for
adjustments in tax year 2016 and 2017 due to change suggested by the consultant in the manner in
which certain tax adjustments may be claimed in respect of the said years. As a result of the above, the
carry forward tax losses in respect of accumulated tax depreciation and provision for financings have
increased as of 31 December 2017 with a deferred tax impact of Rs. 1,754.62 million.

30  BASIC AND DILUTED EARNINGS PER SHARE

MNote 2017 2016
———- Rupees in 000 ——
Profit after taxation for the year 1,563,149 452,300

——— Number of shares ——

Weighted average number of ordinary shares in issue 1,007,912,090 1,007,912,090
——— Rupees ——
Earnings per share - basic / diluted 301 1.5509 0.4437

30.1 There were no convertible / dilutive potential ordinary shares outstanding as at December 51, 2017 and
December 31, 2016.
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Note 2017 2016
------- Rupees in ‘000 -------
31 CASH AND CASH EQUIVALENTS
Cash and balances with treasury banks 7 11,784,130 3,921,433
Balances with other banks 8 801,807 1,140,150

12,585,987 10,061,583

32 STAFF STRENGTH Number of employees
Permanent 2,534 2,370
Contractual basis 816 836
Bank’s own staff strength at the end of the year 3,350 3,206
Outsourced 679 643
Total staff strength 4,029 3,349

33 DEFINED BENEFIT PLAN
33.1  General description

The Bank operates a gratuity fund for its employees (members of the fund). The fund entitles
the members to lump sum payment at the time of retirement, resignation or death. Permanent
staff are eligible for such benefits after three vears of service.

The number of employees covered under the defined scheme are 2,534 (2016: 2,388). The latest
actuarial valuation of the Bank’s gratuity scheme was carried out as at December 31, 2017.
Projected unit credit method, using the following significant assumptions, was used for the

valuation of the defined benefit plan:

33.2  Actuarial assumption [2007  |[ 2016 |
- Valuation Discount Rate 9.50% 9.50%
- Salary Increase Rate 8.50% 9.00%
- Expected Return on Plan Assets 9.50% 9.50%

Assumptions regarding future mortality are set based on actuarial advice in accordance with
published statistics and experience in Pakistan. The rates assumed are based on the adjusted
SLIC 2001 - 2005 mortality tables with one year age set back.

33.3  The amount recognised in the statement of financial position (in respect of the gratuity
scheme) is determined as follows:

2017 2016
--------- Rupees in "0600---------
Present value of defined benetit obligations 327,613 271,262
Fair value of plan assets (281,620} {306,437)

45,993 {35,175)



334

33.5

Plan assets consist of the following;

-

Bank balance
Units of Mutual Funds

The movement in the defined benefit obligation over the year is as follows:

At January 1
Current sexrvice cost
Return expense / (income)

Remeasurements:
- Experience (gains) / losses

Contribution
Benefit payments
At December 31

At January 1
Current service cost
Return expense / (income})

Remeasurements:
- Experience losses / (gains)

Contribution
Benefit payments
At December 31

2017 | 2016 |
Rupees in “000) % (Rupees in 000 %
227,662 81% 245,040 80%
53,958 19% 61,397 20%
281,620 100% 306,437 100%
2017
Present Fair value Total
value of of plan
obligation assets
--------------- (Rupees in "000)------cemeermo-
271,262 (306,437) (35,175}
84,578 - 84,578
24,324 (27,6606} (3,342)
350,164 (334,103) 46,061
(22,110} 22,042 (65)
358,054 (312,061) 45,993
(30,441) 30,441 -
327,613 (281,620) 45,993
2016
Present Fair value Total
value of of plan
obligation assets
wmemmmmee——(Rupees in ‘000)-------eeemooo-
215,613 (242,126) {26,513)
78,874 - 78,874
21,525 (27,6406) {(6,121)
316,012 (269,772) 46,240
{23,533) 5,663 (17,870)
292,479 (264,109) 28,370
- (63,545) {63,545)
(21,217) 21,217 -
271,262 (306,437) (35,175)
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33.6  Charge for the Defined Benefit Pian 2017 2016
------- Rupees in 000 -------
Current service cost 84,578 78,874
Net financial charges (3,342) (6,121
81,236 72,703
337  Remeasurement recognised in other comprehensive
income during the year
Actuarial loss on plan assets (22,110 (23,533)
Actuarial loss on obligation 22,042 5,663
{(08) (17,370)

33.8  The plan assets and defined benefit obligations are based in Pakistan.

33.9  The sensitivity of the defined benefit obligation to changes in the weighted principal
assumptions is:
Impact on defined benefit
obligation - Increase / (Decrease)

Change in || Increase in || Decrease in
assumption || assumption || assumption
---------- (Rupees in "000)----
Salary growth rate 1.0% 366,908 204,215

Life expectancy / Withdrawal rate

Increase by
1 yearin
assumption

Dearease by
1 year in
assumption

327,666

327,558

The above sensitivity analyses are based on a change in an assumption while holding all other
assumptions constant. When calculating the sensitivity of the defined benefit obligation to
significant actuarial assumptions the same method (present value of the defined benefit
obligation calculated with the projected unit credit method at the end of the reporting period)
has been applied as when calculating the gratuity liability recognised within the Statement of
Financial Position.

3310 The weighted average duration of the defined benefit obligation is 11.84 years.

3311 Expected maturity analysis of undiscounted defined benefit obligation for the gratuity
scheme is as follows:

At December 31, 2017 Less than a || Between 1-2 | | Between 2-5 Over 5 Total
year Yyears years years
Rupees ‘000
Gratuity 17,900 15,121 58,075 1,179,603 1,270,699
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33.12 Funding levels are monitored on an annual basis and are based on actuarial
recommendations. Expected Gratuity Expense for the next year works out to Rs. 76.404
million as per the actuarial valuation report of the Bank as of December 31, 2017.

33.13 Through its defined benefit gratuity plan, the Fund is exposed to a number of risks, the most
significant of which are detailed below:

Investment Risks The risk arises when the actual performance of the investments is lower
than expectation and thus creating a shortfall in the funding objectives.

Longevity Risks The risk arises when the actual lifetime of retirees is longer than

expectation. This risk is measured at the plan level over the entire retiree
population.

Salary Increase Risk [The most common type of retirement benefit is one where the benefit is
linked with final salary. The risk arises when the actual increases are higher
than expectation.

Withdrawal Risk The risk of actual withdrawals varying with the actuarial assumptions can
impose a risk to the benefit obligation. The movement of the liability can
go either way.

33.14 The disclosures made in notes 33.1 to 33.13 are based on the information included in the
actuarial valuation report of the Bank as of December 31, 2017.

34 DEFINED CONTRIBUTION PLAN (PROVIDENT FUND)
The Bank operates a contributory provident fund for all permanent employees. The employer
and employee both contribute 10% of basic salary to the fund every month. Equal monthly
contributions by employer and employees during the year amounted to Rs. §6.632 million
(2016: Rs. 74.415 million) each.

35 COMPENSATION OF DIRECTORS AND EXECUTIVES

President / Chiel Executive| Directors Executives
2017 |[ 2016 2007 |[ 2016 2017 |[ 2016
Rupees in ‘000

Fees - - 4,153 1,550 - -
Managerial remuneration 20,523 27,406 - - 423,003 431,708
Bonus - - - - 33,881 -
Charge for defined benefit plan - - - - 15,925 18265
Salary in lieu of provident fund 2,327 2,741 - - - -
Contribution to defined contribution plan - - - - 35,587 31,280
Eent and house maintenance E42 7T - - 150,757 154,265
Ttilities 2,327 2,741 - - 42,391 43,170
Medical 2,327 2,741 - - 42,380 43,174
Others - - - - 92,101 40 454

37,508 26,386 4,153 1,550 76,955 211,320
Number of persons 1 1 7 7 517 478

35.1 The Bank's President / Chief Executive is also provided with car allowance of Rs. 5.449
million (2016: Rs. 5.419 million) as per the policy of the Bank.

35.2 In addition to above, the Executives have also been given car allowance amounting to Rs.
124.918 million {(2016: Rs. 119.685 million) during the current year
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36 FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

The fair value of quoted investments is based on quoted market prices. Unquoted equity securities are
valued at cost less impairment losses. The provision for impairment in the value of investments has been
determined in accordance with the accounting policy as stated in note 6.3.5 to these financial statements.

Fair wvalues of all other financial assets and liabilities cannot be calculated weith sufficient accuracy as active
market does not exist for these instruments. In the opinion of the management, fair value of these assets
and liabilities are not significantly different from their carrying values since assets and liabilities are either
short term in nature and in case of financing and deposits these are frequently repriced.

36.1 Off-balance sheet financial instru ments

2017 2016
| Cost || Fairvalue || Cost || Fairvalae |
Rupees in 000

Forward purchase of foreign currencies 1,269,645 1,270,703 5,974,735 5,974,455

Forward sale of foreign currencies 1,575,981 1,583,801 5,857,020 5,855,003
. § |

Future sale of shares 32,202 30,029 447 908 481,878

36.2 The table below analyses financial and non-financial assets carried at fair value, by valuation method. The

different levels have been defined as followrs:
- Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset or liakility,
either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2).

- [nputs for the assets or liabilities that are not based on observable market data (i.e. unobservable
inputs e.g. estimated future cash flows) (Level 3).

2017

| Levell || Level2 || Level3 || Total |
Ttems carried at fair value (Rupees in 000} ——————————-
Finawncial Assets and Liabtlities
Available for sale securities
Ordinary shares - listed 383,360 - - 383,360
GOP Sukuks - 34,956,300 . 34,056,300
WAPDA Sukuks - 101,038 - 101,038
Units of open ended mutual funds 65 - - 65
Held for trading securities
Ordinary shares - listad 30,001 - - 30,001
Commitments in respect of contracts
Forward purchase of foreign exchange contracts - 1,583,801 - 1,583,801
Forward sale of foreign exchange contracts - 1,270,703 - 1,270,703
Future sale of shares 30,029 - - 30,029
Non -Financial Assets
Operating fixed assets - Land and building - - 3,728,602 3,728,602
Non-banking assets - - 1,136,170 1,136,170
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2016

| Levell || Level2 || Level3 || Total |
Ttems carried at fair value (Rupees in 000} ——————————-
Financial Assets and Liabilities
Available for sale securities
Ordinary shares - listed 588296 - - DB82%%
GOP Sukuks - 38,853,454 . 38,853,454
WAPDA Sukuks - 233,931 - 233,931
Units of open ended mutual funds 71 - - 71
Held for trading securities
Ordinary shares - listad 478,566 - - 478,566
Commitments in respect of contracts
Forward purchase of foreign exchange contracts - 5,974,455 - 5,974,455
Forward sale of foreign exchange contracts - 5,856,003 - 5,856,003
Future sale of shares 481,878 - - 481,878
Norn -Financtal Assets
Operating fixed assets - Land and building - - 2,830,855 3,830,855
Non-banking assets - - 1,149,336 1,149,336

The Bank's policy is to recognise transfers into and out of the different fair value hierarchy levels at the date the
event or change in circumstances that caused the transfer occurred.

There were no transfers between levels 1 and 2 during the year.

Valuation techniques used in determination of fair values within level 2

Item Valuation approach and input used

GOP Sukuks The fair value of GOI? Jjarah Sukuks are revalued using FKISKY rates. The FEKISKY
rates are announced by FMA (Financial Market Association) through Reuters. The rates
arnounced are simple average of quotes received from ¢ different pre-defined / approved
deders [ brokers.

WAFDA Sukuks Investment in WAPDA Sukules are valued on the basis of the rates announced by the
Mutual Funds Association of Pakistan (MUFAF) in accordance with the methodology
prescribed by the Securities and Exchange Camrnission of Pakistan.

Forward toreign exchange contracts | The valuation has been determined by interpolating themid rates announced by State
Barnlk of Fakistan.

Valuation techniques used in determination of fair values within level 3

Operating fixed assets- Land and |Land and buildings are revalued by professionally qualified valuers as per the

building accounting policy The waluers are listed on the panel of the Pakistan Bank's
Association. The valuation is based on their assessment o fmark et value of the properties.
MNon-banking assets Non banking assets are revalued by professionally qualified wvaluers as per the

accounting policy. The waluers are listed on the panel of the Pakistan Bank's
Assocaton. The valuation is based on their assessment ofmark et vd ue ofthe properties)
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37 SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

The segment analysis with respect to business activities is as follows:

Trading & Retail Commercial Support lotal
Sales Banking Banking Centre
Rupees in '000

2017
Total income 889,182 6,303,149 3,967,126 158283 11,317,740
Total expenses 757,756 5,703,027 2,753,752 1,905,833 11,160,378
Net income / (loss) 91,426 600,112 1,213,374 (1,747,550 157,362
Segment assets (gross) 74,072,473 20,596,848 121,009,258 17,942,668 233,641,247
Segment non - performing financings

& advances - 1,776,465 13,975,241 8,33 15,837,045
Segment provision required - 1,441,664 10,176,190 56,093 11,673,947
Segment liabilities 12,664,925 108,293,224 78548033 1,982,494  202,488676
Segment return on assets (ROA) (%) 012% 2.91% 1.00% - -
Segment cost of funds (%) 6.08% 311% 360% = =

Trading & Retail Commercial Support lotal
Sales Banking Banking Centre
Rupees in '000

2016
Total income 1,685,841 5,269,222 3,669,389 140,766 10,765,228
Total expenses 633929 5,273,460 1,683,841 2,330,232 8,521,471
Wet income / (loss) 1,061,912 (4,237) 1,985,548 (2,189,466) 843,757
Segment assets (gross) 79,575,010 17,351,038 94,800,632 6,664,565 198400245
Segment non - performing financings

& advances - 1,804,282 12,665,563 64,122 14,533,967
Segment provision required - 1,400,588 10683220 46,476 12,132,284
Segment liabilities 7,191,550 91,817,563 65,856,893 3525,498 168401504
Segment return on assets (ROA) (%) 1.32% -0.00% 209% - -
Segment cost of funds (%) 5.94% 3.42% 4409 - -

38 RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational decisions
and include a subsidiary company, associated companies with or without common directors,
principal shareholders, retirement benefit funds, directors and their close family members, and
key management personnel.

The related parties of the Bank comprise related group companies, principal shareholders, key
management personnel, companies where directors of the Bank also hold directorship, directors
and their close family members and staff retirement funds.

A number of banking transactions are entered into with related parties in the normal course of
business. These include financing and deposit transactions. These transactions are executed
substantially on the same terms including profit rates and collateral, as those prevailing at the
time for comparable transactions with unrelated parties and d¢ not involve more than a normal
risk.

Contributions to staff retirement benefit plan are made in accordance with the terms of the
contribution plan. Remuneration to the executives are determined in accordance with the terms
of their appointment.

Transactions with related parties other than remuneration and benefits to key management
personnel including Chief Executive Officer under the terms of the employment as disclosed in
note 35 are as follows:



Subsidiaries

Islamic Financing and related assets
At beginning of the year

Disbursed during the year
Repayments during the year

At the end of the year

Deposits

At beginning of the year
Deposits during the year
Withdrawals during the year
At the end of the year

Receivable on financing

Payable on deposits

Other receivables

Contingencies and commitments

Transactions, income and expenses

Profit earned on financing

Return on deposit expensed

Administrative expense

Proceeds on disposal of operating fixed assets
Gain on sale of operating fixed assets

Other Income

Associates

Islamic Financing and related assets
At beginning of the year

Disbursed during the year
Repayments during the year

At the end of the year

Prepayments

At beginning of the year
Additions during the year
Amortised during the year
At the end of the year

Deposits

At beginning of the year
Deposits during the vear
Withdrawals during the year
At the end of the year

Payable on deposits
Receivable on financing
Contingencies and Commitments

Transactions, income and expenses
Profit earned on financing

Return on deposits expensed
Administrative expense

Other Income

2017 2016
----------- Rupees '000 ----------
120,000 150,000
440,976 -
(428,199) -
162,777 150,000
273,309 445,099
39,446,395 44,606,848
(39,772,492) {44,478,638)
247,712 27 3,509
1,236 1,152
101 1,555
- 1,578
- 1,978
30,907 14,265
18,577 28,370
9 3
3,225 -
3,138 -
600 980
722,105 93,514
674,190 645,161
(314,211) {14,089
082,034 724,356
- 27,691
- 56,562
- {(46,966)
- 37,287
J6,199 16,2589
8,143,322 11,024,912
(8,153,672) {11,005,002)
20,549 36,199
54 75
6,797 10,118
128,170 103,227
51,455 51,790
738 662
240 706
176 =
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(Restated)

Kev manacement personnel / Directors 2017 2016

. . e e Rupees 008 ----------
Islamic financing and related assets
At beginning of the year 224 2151* 217412
Disbursed during the year 31,426 30,375
Repayments during the vear (43,975) {52,557)
At the end of the year 211,660 195,230
Deposits
At beginning of the year 27,92 |* 19,079
Deposits during the year 267,450 285,149
Withdrawals during the year (260,938) (271,132)
At the end of the year 34,474 33,09
Payable on deposits 13 9
Receivable on financing 199 -
Other receivables 830 -
Transactions, income and expenses
Profit earned on financing 10,588 7,907
Return on deposits expensed 120 236
Remuneration 137,446 130,351
Bonus 2,424 -
Proceeds on disposal of operating fixed assets 10 -
Gain on sale of operating fixed assets 10 -
Administrative expenses 8,081 6
Other related parties
Islamic financing and related assets
At beginning of the year 836,022 |* -
Disbursed during the year 6,780,093 42,639
Repayments during the vear (5,735,737) -
At the end of the year 1,880,373 47,689
Deposits
At beginning of the year 770,300 |* 1,511,264
Deposits during the year 12,543,245 6,625,358
Withdrawals during the year {12,711,469) (7,025,442)
At the end of the year 902,081 1,111,180
Payalble on deposits 20 4,277
Receivable on financing 11,882 -
Contingencies and Commitments 722,177 -
Other receivables - 17,880
Transactions, income and expenses
Profit earned on financing 63,119 -
Return on deposits expensed 44,905 65,124
Administrative expenses - 19,961
Emplovee benefit plans
Contribution to employees gratuity fund - 63,545
Charge for defined benefit plan 81,236 72,753
Contribution to employees provident fund 86,632 74,415

Balances pertaining to parties that were related at the beginning of the period but ceased to be related during any part of
the current period are not reflected as part of the opening balance of the current period, and parties became related

parties during the period have been added in opening balances.



39

39.1

CAPITAL MANAGEMENT

Capital Management aims to safeguard bank's ability to continue as a going concern so that it
could continue to provide adequate returns to the shareholders by pricing products and services
commensurately with the level of risk. For this the Bank ensures strong capital position and
efficient use of capital as determined by the underlying business strategyi.e. maximizing growth
on continuing basis. The Bank maintains a strong capital base so as to maintain investor, creditor
and market confidence and to sustain future development of the business. The impact of the
level of capital on shareholders” return is also recognised and the Bank recognises the need to
maintain a balance between the higher returns that might be possible with greater gearing and
the advantages and security afforded by a sound capital position.

This process is managed by the Asset Liability Committee (ALCO) of the Bank. The objective of
ALCOis to derive the most appropriate strategy in terms of the mix of assets and liabilities given
its expectations of the future and the potential consequences of interest rate movement, liquidity
constraints and capital adequacy and its implication on risk management policies.

The Bank prepares Annual Budget and Projections outlining its future growth and direction
keeping in consideration the economic and political factors in the country and region. Adequacy
of capital to support the expected growth in balance sheet is also ascertained.

Stress testing of the Bank is regularly performed to ensure that the Bank remains well capitalised
and able to sustain any shocks under any of the specified risk factors.

The State Bank of Pakistan (SBP) introduced guidelines with respect to disclosure of capital
adequacy related information in the financial statements of banks vide its communication dated
February 4, 2014. These guidelines are based on the requirements of Basel III which were
introduced by the SBP in August 2013 for implementation by the banks in Pakistan. The SBP has
specified a transitional period till 2018 for implementation of Basel IIL. The SBP vide its BPRD
Circular No. 11 of 2014 dated November 5, 2014 has specified the disclosure requirements with
respect to capital adequacy related information. The disclosures below have been prepared on
the basis of the SBP's circular.

Goals of managing capital
The goals of managing capital of the Bank are as follows:

- To be an appropriately capitalised institution, considering the requirements set by the
regulators of the banking markets where the Bank operates;

- Maintain strong ratings and to protect the Bank against unexpected events; and

- Availability of adequate capital at a reasonable cost so as to enable the Bank to operate
adequately and provide reasonable value addition for the shareholders.
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39.2 Capital Structure
Under Basel III framework, Bank’s regulatory capital has been analysed into two tiers as follows:
- Tier 1 capital (going concern capital) which is sub divided into:

(a) Common Equity Tier 1 (CET1), which includes fully paid up capital, reserve for bonus issue,
general reserves and un-appropriated profits (net of losses), etc. after deductions for
investments in the equity of subsidiary companies engaged in banking and financial
activities (to the extent of 50% after incorporating transitional provisions), reciprocal
crossholdings and deficit on revaluation of available for sale investments and deduction for
book wvalue of intangibles. The State Bank of Pakistan vide its letter no
BPRD(R&P-02)/625-112/ 2017 /4809 dated February 24, 2017 has given relaxation to the Bank
for non-deduction of goodwill and deferred tax assets pertaining to defunct KASB Bank
Limited portfolio from CET 1 capital till December 30, 2018 for the purpose of calculating the
Capital Adequacy Ratio (CAR} of the Bank. Accordingly, the amounts of goodwill and
deferred tax asset have not been deducted from CET 1 capital. Instead, the amount of
goodwill and deferred tax assets pertaining to defunct KASE Bank Limited portfolio have
been risk weighted at 100% for CAR purposes.

(b) Additional Tier 1 capital (AT1), which includes instruments issued by the Bank which meet
the specified criteria after regulatory deduction for investments in the equity of subsidiary
companies engaged in banking and financial activities and other specified deductions.

Presently, the Bank does not have any AT1 capital.

- Tier II capital, which includes general provisions for loan losses {upto a maximum of 1.25%
of credit risk weighted assets), reserves on revaluation of fixed assets after deduction of
deficit on available for sale investments {upto a maximum of 78%), and any balance

specifically allowed by the regulator.

Banking operations are categorised in either the trading book or the banking book and risk
weighted assets are determined according to the specified requirements that seek to reflect
the varying levels of risk attached to assets and off balance sheet exposures.
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39.3  Capital adequacy ratio

The capital to risk weighted assets ratio, calculated in accordance writh the SBP guidelines on capital adequacy, under
Basel III and Pre-Basel OI treatment using Standardised Approach for Credit and Market Risk and Basic Indicator
Approach for Operational Risk is presented belown:

2017 2016
| Fatcolars | Amoant |
pE— Rupees in 000 ———

Cemmon Equity Tier 1 capital (CET1) Instruments and reserves

Fully prid-upcapital / capital depesited with the SBP 100079,121 10,079,121
Balance in share premium acrount - -
Reserve forissue of bonugshares - -
Discounton issue of shames {79,042 {79,012}

General / Sttory Reserves 826,266 613,636
Gains { {Losses) on detivatives held as Cash Flow Hedge - -
{Accumulated less) / Unapproprated profits 147378 212553

Minority Interests arising from CET1 capital instruments issued to thind party by consclidated
bank subsidiaries (amountallowed in CET1 capital of the consclidation group) - -

CET 1 before Regul atory A djustments 12400125 10,826,268
Total regul atory adjustraents applied to CET1 {Note 39.3.1) (725,423 {631,947
Common Equity Tier 1 117476 10, 154, 321

Additienal Tier 1 (AT 1} Capital

Qualifying Additional Tier- 1 capital instrumen s plusany related share premium

of which: - -
- dassified asequity - -
- dassified asliahilities - _

Additienal Tier-1rapital instruments issued by consolidated subsidiaties and held by thind parties - -
- ofwhich:instrumentissued by subsidiaries subject to phase out - -

ATI beforeregul atory adjustments

Tetal of Regulatory A djustment appliedto ATL capital (Note 39.3.2) (66,769) (133538
Additional Tier 1 capital after regulatory adjustments - -
Tier 1 Capital (CET1 + admissible AT1) TL67L,700 10, 1 201
Tier 2 Capital

Qualifying Tier 2 capita] instrumentsunder Basel I1 pusany related share premium * 2,0 8,488 230757

Capital instrumen t5 subject to phase outarrangement issued

Tier 2 capital instruments issued to thind parties by consclidated subsidiaties
- of which: instruments issued by subsidiaries subject to phase out - -

General Provisions or general mserves for loan losses-up to maximum

of 1.25% of Credit Risk Weighted Assets 23878 192,327
Revaluation Reserves (netof taxes)
of which:
- Revaluation mserveson fixed assets 73803 55,718
- Unrealized gains/losses on AFS 40,27 553,617

Foteign Exchange Translation Reserves -
Undisclosed / Other Reserves (ifany) - -
T2 beforeregulatory adjustments 4 6L 10 3763015

Total regulatory adjustment appied to T2 capital (Note 38.3.3) {66,769) {133538)
Tier 2 capital (T2) after moulatory adjustments KXV RERETA
Tier 2 capital recopnized for capital adequacy 3717741 3,629,481
Portion of Additional Tier 1capital recognized in Tier 2 capital - -
Total Tier 2capital admissible for capital adequacy 3717,741 3,629,481
TOTAL CAPITAL(T1+ admissible T2

{ admissible T2} 15i392i446 1%82&8:2
Total Risk Weighte d Assets (RWA) {for details refer Note } 104, 867,796 102,536,253

¥ |

* Considered as Tier capital as per the SBP's approval vide letterno BPRD(R&P-02)/625-112/ 2017/ 4809 dated Febmary 24, 07,
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2017

2016

| Paticulas

Amount

Capitd Ratios andbuffers Gn percentage ofrisk weighte d assets)
CET1to total RWA
Tier-1 capitd to total RWA
Total capital to total RWA
Bank: spedfichuffer requiranent iminimum CET1 requirament plus capitd
conservatj on buffer plus any other buffer requirament) of whidu:
- capitd conservation buffer requirament
- countercydicd buffer requirement
- D-SIB or G-SIBbuffer requiranent
CET1 available tomeet buffers (as a percentage of risk weighted assets)

National minimum capitd requirements presaribed by SBP
CET1mindrnuem ratio

Tier Iminimum ratio

Total capital minimurm ratio

CCB (Consisting of CET 1 orly)

Total Capitd plus CCB

2017

--------- Rupees 1 '000

11.13%
11.13%
14.68%

6.00%
7.50%
10.00%
1.28%
11.98%

9.50%
9.30%
13.43%

3.90%

6.00%
750%
10.00%
0.65%
10.65%

2016

Paticulas

Pre-Basel 111
treament”

Amount

Pre-Basel 111
treatment”

_______________________ Rupees n

Common Equity Tier 1 capital: Regul dtory adjustments

Goodwill (net ofrdated deferred faxliability)
All otherintangibles (net of any assod ated deferred taxliability)
Shortfdl of provisions against d assified assets
Deferred tax assets that rdy on futire profitability exduding those
arising from temporary differences (net of rdated taxliability)
Defined-benefit pension fund net assets
Redprocd aoss heldings in CET1 capitd instruments
Cash fowhed gereserve
Investrnant in own shares [ CET1instnuaments
Seauritization gain on sale
Capitd shortfdl of regulated subsidiaries
Deficit on accoun t of revaluation from bank's holdings of property | AFS
Investnents in the capita instruments of barking, finandal and insurance
entities that are outside the scope of regul atory consolidation, where the
barlke does not ownrmerethan 10% of theissued share capital (arnount
above 10% threshal d)
Significant investrments in the cornrnon stodes of barking, finandal and
insurance entities that are outside the scope of regul atory conselidation
{amount above 109 threshal d)
Deferred Tax Assets arising from temporary differences (amount
ahove 10% threshold, net of rd ated taxliabdity)
Amount exceeding 15% threshold of which:

- sigrificant investments in the corrmon stodcs of finandal entities

- deferred tax assets arising from temporary di fferences
Nationa specficregilatory adjustments applied to CET1 capital
Investment in TFCs of otherbarks exceeding the presaibed limit
Any other deduction spedfied by SBP
Regulatory adjustment applied to CET1 due to insuffident AT1and
Tier 2 to cover dedudions

66,769

183,832

66,769

216,969

260,235
21,105

133,538

216,969

433,891
35,175

133,538

Totd regul aory adjustments applied te CET1

725,45

750,601

B

E10,573
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2007 2016
Patioulars Amount Pre-Basel 111 Amount Pre-Basel 111
treament” treatment”
————————————————— ———— Rupees m'000 —————————————

39.3.2 Additional Tier 1 Capital: regulatory adjustments

Investment in mutual funds exceeding the prescribed limit (SBP specific
adjustment) - - - -
Investmentin own AT1 capital instruments - - - -
Reciproral croes holdingsin Additional Tier 1 capital instruments - - - -
Investmentsin the capital instuments of banking, fnancial and insurance
entities thatare outside the scope of rgulatory consalidatian, where
the barik dees not own more than 10% of the issued share capital
{amount above 10% threshold) - - - -
Significant investments in the capital instruments issued by banking,
financial and insurance entiies thatare outside the scope of
regulatory consclidation - - - -
Portion of dedurtion applied 5Q50to core capital and supplementary
capital based on pre-Basel 111 treatment which, during transi ional
period, remain subject to deduction from tier-1capital 56, 7ED 56, 76D 133538 133538
Regulatory adjustmen s applied to Additional Tier 1 due toinsufficient
Tier 2 to cover deductions - - . -
Total of Regulatory A djustment applied to AT1 capital 66,769 66,769 133538 135558

¥ This column highlightsitems thatame still subject to Pre Basel 111 treatment during the transiional period
39.3.3  Tier 2 Capital: regulatory adjustments

Portion of deduction applied 5050 to core capital and supplementary
capital based on pre-Basel I11 treatment which, during transi ional
pericd, remain subject todeduction from fier2 capital 66,760 66,769 133538 133538
Reciprocal cross holdingsin Tier 2 instruments - - - -
Investmentin own Tier 2 capital instrument - - - -
Investments in the capital instnaments of barking, finandal and nsurance
entities thatare cutside the scope of regulatory consclidation, where
the bank dees net own more than 10% of the issued share capital
{amount above 10% threshold) - - - -
Significant irvestments in the capital instruments issued by banking,
financial and insurance entiies thatare outside the scope of
regulatory consolidation - - - -
Amouant of Regulatory A djustment applied to T2 capital 66,760 66,769 133,538 133,538

*

This column highlightsitems that are still subject to Pre Basel 1 treatment during the transi icnal pericd

2017 2016
39.3.4  Risk Weighted Assets subject to pre-Basel I1I treabment _— — Rupeesin ‘000 -—--—-—

Risk weighted assets in respect of deduction items (which during the transitional

period will be risk weighted subject to Pre-Basel I1I Treatment) - -
of which: deferred tax assefs 3415648 1963488
of which: Defined-berefit pension fund net assets - 14,070
of which: Recognized portion of investrnent in capital of banking, financial and

insurance entities where holding is less than 10% of the issued commean

shame capital of the entity - i
of which: Recognized portion of investment in capital of barking, financial and

insurance entities where holding is more thar 10% of the issued common

sham capital of the entity - -

Amounts below the threshol ds for deduction (before risk weighting)

Nar-significant investmentsin the capital of other financial entities - -
Sgnificant investments in the commen stock of financial entities G667 5 40615
Deferred tax assetsatising from tem porary differences net of related tax liability) 4,153,622 3,604,132

Applicable caps onthe incdusion of provisionsin Tier 2

Frovisions eligible for indusion in Tier 2 in respect of exposures subject

to standamdized approach (prior to appication of cap) 223878 192,527
Cap on inclusion of provisions in Tier 2 under standardized approach 1,180,320 1,135473
Provisions eligible for indusicn in Tier 2 in respect of exposures subject

tointernal ratings-based approach (pricr toapplication of cap) - -
Cap for inclusion of provisions in Tier 2 underinternal rmtings-based appreach - -
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3935 Leverage ratio

Acording to Bagel III instructions issued by State Bank of Pakistan (BPRD circular # 06, dated: August 15, 2013), it is mandatory
for all the banks to ca culate and report the Leverage Ratio on a quarterly basis with the minimum benchmark of 3%.

The reazon for calculating leverage ratio is to avoid excessive On- and Off-balance sheat leverage in the banking systermn. A
simple, trans parent and non-risk based Ratjo has been intmduced with the following objectives:

- Constrain the build-up of leverage in the barking sector which can darmage the broader financial system and the economy;
and

- Reinforce the risk based requiraments with an easy to understand and a non-risk based measure.

Particulars 2017 2016
———————— Rupees in '000--—----—
On balance sheet exposures

1 Or-balance sheet iterns (exduding unrealised gain on forward contracts) 215,914544 180,214,223

2 Forward exchange commitrments with positive fair values 3,505 Bh 174
Total on balance sheet exposures 215,922,549 150,249,397
OQff balance sheet exposures

3 Off-balance shaet itemns 20,270,204 22,107,012

4 Commitment inrespact of forward exchange contracts
Total Off bal ance sheet exposures

Capital and total exposures
5 Tier 1capital (Note 39.3)
6 Total exposures

Basel I11 leverage ratio

2,106

119,118

20,272310 22,226,130

11,674,706

10,194,321

236,195,159 202,475,527

4,947

5.03%

The current vear's leverage ratio iz 4.94% (2016: 5.03%) whereas total ter 1 capital and total exposures are R, 11,674,706 million
(2016: Rz, 10,194321 million) and Rs. 236,195,159 million (2016: Ks, 202,475,527 million) respectively.

39.4 Capital Structure Reconciliation
39.4.1 Reconciliation of each financial statement line item to item under regulatory scope of reporting - Step 1
Particulars Balance sheet Under
as in regulatory
pub lished scope of
finandal reporting
statements

————— Rupees in '000 ———-
Assels
Cashand balances with treasury banks 11,784,180 11,784,180
Balances with other banks 801,807 B01,807
Die from finandal institutions 21,371,787 21,571,787
Investments 42,002,166 42,092,166
[slamic financing and related assets 119,155,039 119,155,039
Operating fixed assets 9,072,487 0,072,487
Deferred tax< assets 7,701,906 7,701,908
Other agsets 4,185,773 4,185,773
Total assets 316,165,195 216,165,145
Liabilities and Equity
Bills payable 2,40, Yh 2,900, Y0
Due to financial institutions 15,570,300 15,570,560
Deposits and other acqounts 175,248,250 179,249,230
Sub-ordinated loans - -
Daferred taxliabilities - -
Othar lizbilities 4,680,000 4,680,000
Total liabilities T ULangere | uzdonone
Share capital 10,005, B2 10,075, T21
Discount on issue of shares (75,040 (79,040
Feserves 026,266 026,266
Accumnulated profit 1,475,734 1,475,734
Minority Interest - -
Surplus onrevaluation of investments - netof tax 1,278,340 1,270,340
Total liabilities and equity — 216,165,145 716,165,195



39.4.2 Reconciliation of balance sheet to eligible regulatory capital - Step 2

Particulars Reference Balance sheet Under
as in regulatory
published scope of
financial reporting
statements
Assets (Rupees in '000)
Cash and balances with treasury banks 11,784,180 11,784, 180
Balanaces with other barks 801807 H01,B07
Dhae from Arancial institutions 21,571,787 21,371,787
Itrves tments 42,052,166 42,092,166
of which:
- non-significant capital investments f capital of other fnancial
institutions exceeding 107 threshold a - -

- stgnitficant capital investments t financial sector entities

exceeding regulatory threshold b - -

- mutual Funds exceeding regulatory threshold c - -

- recimocal crossholding of capital instrurent d - -

- others e - -
[slarnic finandng and related assets 119,155,039 119,155,039

- shortfall tn provisions [ excess of total ELanount

over eligible propisions under [RB f - -

- geneval provisions reflected in Tier 2 capital g 223,878 223,878
Cperating fixed assets 0,072,437 Q072,487

- of which: litangibles k 3,128,129 3,128,129
Deferred tax assets 7,701,906 7,701,906
of which:

- DTAs that wly om future profitabilify excluding those arising from h 3545284 3,545,204

termporary differences

- DTAs arising from termporary differences exceeding regulatory threshold i 4.153,622 4,153,622
Cther assets 4,185,773 4,185,773
of which:

- definedbamefit pension fund net assets 1 - -
Total assets 216,165,145 216,165,145
Liabilities and Equity
Bils payable 2,588,996 2,988,996
Due to financial institutions 15,570,350 15,570,350
Deposits and other acaounts 179,249,290 179,249 290
Sub-ordinated loans of which:

- eligtble for tnclusion tn ATI m - -

- eligible for tnclusion tn Tier 2 n - -
Liabilities against assets subject to finance lease - -
Dieferred ta liabilities of which: - -

- DTLs related fo gooduwill o - -

- DTLs welated to infangtble assets p - -

- DTls related to defined pension fund net assefs q - -

- other deferved tax liabilities r - -
Cther lisbilities 4,650,000 4,650,000
Total liabilities 202,468,676 202,486,676
Share capital 10,078,121 10,079,121

- of whick: mmount eligible for CETI 3 100793121 10,079,121

- of whick: amount eligible for ATI t - -
Feserves of which: 026,266 026,266

- partion eligible for inclusion tn CETI - Strfutory reserve u 926,266 926,266

- portion eligible for inclusion in CETI - Gatn on Bargain Furchase - -

- portion eligible for inclusion in CETI - General reserve - -

- portion eligible for inclusion in Tier 2 General reserpe v - -
Disoount onissue of shares (790420 (79,042
Acournulated profit W 1,473,784 1,478,784
Minority Interest of which:

- portion eligible for incluston in CETI b - -

- portion eligible for incluston tn ATI ¥ - -

- portion eligible for incluston in Ter 2 z - -
Surplug on revaluation of assets of which: 1,276,540 1,276,340

- Rewaluation reserves on Properfy 1,006,444 1,006,444

- Ukwrealized Gatns/Losses on AFS aa 269,856 265,856

- Incase of Defictt on wevaluation (deduection from CETI) ab - -
Total liabilities and Equity 216,165,145 216,165,145
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39.4.3 Basel Il Disclosure (with added celumn) - Step 3

1 Fuly Paid-up Capitd (s) 10,079,121
2 Bd ance in share pramium accourt: -
3 Discourt: onissue of shares (73,042)
4 Reserve for issue of borwss shares -
5 Generd  Stabutory Reserves [{BY] 026,266
6 Gain f (Losses) onderivatives hd d as Cash How Hedge -
7 Unappropriated / unramitted profits ) 1,473,784
g Minerity Interests arising from CET1 capital instruments issued to third
party by consolidated barke subsidiaries (anount dlowed in CET1 () -
capitd of the conselidation group)
9 CET 1before Regulatory Adjustments 12,400,129
Common Equity Tier 1 capital: Regulatory adjustments
10 Goodwill (net of rd ated deferred taxlisbility) - (s) -
1 Al other intangibles (net of any assodated deferred taxlizbility) - (0 183,832
12 Shortfdl of provisions against d assified assets 165 474822
13 Deferred tax assets that rely on future profitzability exd uding those arising
from tenporary differences (net of rel ated taelizbility) - * =% -
14 Defired-benefit persion fund net assets ) -(q) * =% -
15 Redprocd crossholdings in CET1 capitd instruments (d) -
16 Cash fl ow hedge reserve -
17 Irwvestment in own shares [ CET1 instrumerts -
18 Seauritization gan onsae -
19 Capitd shortfdl of regud ated subsidiaries -
0 Defidt on accourt of revaluation fon barle's holdings of property / AFS () -
21 Inwvestments inthe capitd instruments of barking, inand d and insurance
entities that are outside the scope of regul atory consolidation, where the (@) - (ad) - (ag) -
bark does not owmn more than 10% of theissued share capitd (amount
Dove 10% threshel d)
2 Sigrificant irwestrnerts in the capital instnaments issued by barking,
finandal and insurance entities that are outside the scope of regul atory Y- (ad) - (b -
mnsalidaion (ameurt dove 10% treshol d)
23 Deferred Tax Assets arising from tamporary differences (anount dove
109 threshiol d, net of rel ated taxlizbility) i) -
24 Amourt exceeding 15% threshold of whidn:
- sigrificart investments in the common stodes of inandd enfities -
- deferred tax assets arising from temporary di fferences -
% MNationa spedficregu atory adjustmerts applied to CET1 capitd -
2% Inwvestment in TFCs of other barcs excgeding the presaibedlimit -
2 Arty other dedudion spedfied by 3BP (mertiorn detais) -
28 Regulatory adjustment applied to CET1 due to insuffident AT1 and
Tier 2 to cover dedudi ons 66,760
29 Totd regulatory adjustmerts applied to CET1 75,45
Coramon Equity Tier 1 T 1L674706
Additional Tier 1 (AT 1 Capital
30 Qudifying Additiona Tier-1instrunents plus ary rd ated share pramium
of which: -
31 - Oassified as equity ( -
3z - Oassified aslizbilities ) i
33 Additiond Tier-1 capitd instrumerts issued by consclidated subsidiaries
and hdd by third parties &) -
34 - oFwhi du instrurment issued by subsidiaries subject to phase out -
35 AT1Defore regulatory adjustments -

Particalars Source based [ Component
onreference || of regulatory
number from capital

step 2 reported by
bank

Common Equity Tier 1 capital (CETL): Instruments and reserves

{Rupees in '000)
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Tarticulars Cource Dased [| Component
on reference || cfregulatory
number from capital
note 40.4.2 reported by
bank
Kupees 1 000

Additional Tier 1 Capital: regulatory adjustments

36 Irwrestrnent inmutud funds exceedingthe prescribed limit (SEP specific adjustrnent) -
37 Irerestrnert in own AT1 capitd instrumernts -
38 Redproca aoss holdings in Additiona Tier 1 capitd instnaments -
29 Irrestments in the capital instnments ofbarking, inandal and insurance

erfities that are outside the scope of regul atory corsolidati or, where the (ad) -

bark does not ownmere than 10% of the issued share capitd (anount

Hove 10% threshel d)
41 H gnificant investments inthe capitd instruments issued bybarking,

firancid and insurance entifi es that are outside the scope of regud atory (ad) -

consalidation
41 Porfion of deduction applied 50:50 to core capitd and supd enertary

capital based on pre-Basel 11 freatrnert whidh, during transitiora 66,769

period, ranain stbject to dedudion from e 1 capit
42 Regul atory adjustmerts applied to Additiond Tier 1 due to insufficient

Tier 2to cover dedudions -
43 Total of Regulatory Adjustment applied to AT1 capital 66,769
44 Additiona Tier 1 capitd -
45 Additional Tier 1 capital recognised for capital adequacy

Tier 1 Capital (CET1 + admissible AT1} 11,674,706
Tier 2 Capital
46 Qualifying Tier 2 capitd instrumerts under Basd 111 {ri) 2,581,488
47 Capitd instnuments subject to phase out arrangament from Tier 2 -
48 Tier 2 capitd instruments issued to third party by consclidated subsidiar es (4] -
- ofwhich: instiuments issued by subsidiaries subject to phase out -
49 Generd Provisions or genera reserves for loanlosses-up to maxmum
of 1.25% of Credit Riske Weighted Assets 4] 273,878
50 Revd uaton Reserves digible for Tier 2 of which:
51 - portion pertairing to Property 738,937
52 - portion pertairing to AFS sequrities 78% of (aa) 240,207
53 Foreign Exchange Trarsl ation Reserves () -
54 Undisdosed / Cther Reserves {f arty) -
55 T2 before regulatory adjustments 3,784,510

Tier 2 Capital: regulatory adjustments
56 Porfion of dedudion applied B0:50 to core capitd and supd enertary
capitd based on pre-Basd III treatmert whidh, during transitiond 66,760
period, reman subject to dedudion from ter-2 capita
57 Redprocd aoss heldings in Ter 2 instraments -
58 Irwestment in own Tier 2 capitd instrument
59 Irwrestrnerts in the capitd instruments ofbarking, finandd and insurance

ertities that are outside the scope ofregul atory consdlidation, where the (ae) -
bark does not ownimore than 10% of the issued share capitd (anount
Dove 10% threshel d)
&0 Sigrificant investments in the capitd instrurments issued by barking,
finanda and insurance entities that are outside the scope of regul atory (af) -
oonsolidatiorn
61 Amount of Regul atory Adjustment applied to T2 capital 66,765
62 Ter 2 capitd (T2 3,717,741
63 Tier 2 capitd recogrised for capitd adequacy 3,717,741
64 Excess Additional Tier 1 capital recognised in Tier 2 capital -
65 Tota Tier 2 capitd admissible for capitd adequacy 3,717,741

TOTAL CAPITAL (T1 + admissible T2 15,392,447
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395 Main features of regulatory capital instruments
Main Features Common Shares
1 Jlssuer Banklzlami1 Pakistan
Limited
2 |Unique identifier (eg KSE Symbol or Bloomberg identifier etc.) BIFL - CDC Symbol
3 |Governing law(s) of the instrument Listing Regulations
of Pakistan Stock
Exchange Limited
Regulatory treatment
4 | Transitional Basel IIT rules Common Equity Tier1
5 |Post-transitional Basel ITI rules Common Equity Tier1
& |Eligible atsolo/ group / group & =olo Solo
7 |nstrument type Ordinary shares
8 | Amountrecognised in regulatory capital (Currency in PKR 10,079,121
thousands, as of reporting date)
S [Parvalue of instrument 10
10 | Accounting classification Shareholders’ equity
11 | Original date of izssuance May 02, 2006
12 |Perpetual or dated Perpetual
12 | Original maturity date N/A
14 JIssuer call subject to prior supervisory approval No
15 | Optional call date, contingent call dates and redemption amount N/A
16 Subsequent call dates, if applicable N/A
Coupons { dividends
17 |Fixed or floating dividend / coupon N/A
18 |coupon rate and any related index/ benchm ark N/A
19 |Existence of a dividend stopper No
20 |Fully discretionary, partially discretionary or mandatory Fully discretionary
21 |Existence of step up or other incentive to redeem No
22 | Noncumulative or cumulative Non-cumulative
23 | Convertible or non-convertible Non-convertible
24 |If convertible, conversion trigger (s) N/A
25 |If convertible, fully or partially N/A
26 |If convertible, conversion rate N/A
27 |If convertible, mandatory or optional conversion N/A
28 |If convertible, specify instrument type convertible into N/A
29 |If convertible, specify issuer of instrument it converts into N/A
30 | Write-down feature No
31 JIf werite-dowrn, write-dewn trigger(s) N/A
32 )1f werite-dowrn, full or partial N/A
33 JIf write-down, permanent or tem porary N/A
34 |If tem porary write-dowrn, description of write-up mechanism N/A
35 [Position in subordination hierarchy in liquidation (specify instrument type Residual interest
immediately senior to instrument
36 |Non-compliant transitioned features No
37 |1f yes, specify non-com pliant features N/A
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39.6 Risk-weighted exposures

Capital requirements Risk weighted assets
2017 2010 20T 2o
CreditRisk (Rupees in '000)
Portfolios subject to on-balance sheet exposure
(Simple Approach)
Cash and cash equivalents - - - -
Sovereign 2,050 1,825 18,180 17,132
Public sector entities 6,847 6,983 60,728 65,564
Banks 537,615 633,623 4,768,201 5,949,508
Corporate 4,337,012 4,104,398 38,401,393 38,538,047
Retail 897,430 1,031,039 7,959, 467 9,681,117
Residential mortgage 493,216 258,068 4374424 2,431,624
Past due loans 561,057 319,840 4,976,118 3,002,190
Operating fixed assets 670,226 658,837 5,944 358 6,186,259
All other assets 1,563,184 1,262,280 13,864,161 11,852,393
Portfolios subject to off-balance sheet exposure -
non market related (Simple approach)
Banks 6,243 146,181 55,374 1,372,589
Corporate 319,896 360,266 0,837,219 3,382,779
Retail 211,791 17,696 1,878,410 166,157
Others 52,799 32,967 468,786 309,547
Portfolios subject to off-balance sheet exposures -
market related (Current exposure method)
Banks 1 2,147 7 20,157
Custormers 1,018 3,560 9,027 33,432
Equity Exposure Risk in the Banking Book
Unlisted equity investments held in banking book 07,600 02,284 866,513 BE6, 513
Investment in commercial entities 708,005 668,758 6,279,420 6,279,420
Recognised portion of significant investment 187,951 106,664 1,666,573 1,001,538
Market Risk
Capital Requirement for portfolios subject to
Standard ised Approach
Interest rate risk - 24224 (1) 302,799
Equity position risk 70,954 247,810 886,905 3,097,625
Foreign Exchange risk 7,803 15029 97,538 187,863
Operational Risk
Capital requirement for operational risk 754, 806 655,128 9,435,075 8,183,100
TOTAL 11,480,608 10,650,507 T04,667,79 00,555,253
Capital Adequacy Ratio Required Actual Required Actual
December 31, 2017 December 31, 2016
CET1 to total RWA 78R 11.13% 6.65%" 9.90%
Tier-1 capital to total FWA 750% 11.13% 750% 2.90%
Total capital to total WA 11.28% 14.68% 10.65% 13.43%,

¥ Capital adequacy requirement inclusive of Capital Conservation Buffer (CCB) requirement.
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40  RISK MANAGEMENT

The objective of Risk Management is to effectively manage uncertainties that arise in the normal
course of business activities. The risk management function is one of the mostim portant areas of
the banking business, and covers a wide spectrum of financial business risk class; including
Credit, Market, Liquidity, Operational etc. The Bank follows effective risk governance which
commensurate well with its current size and structure.

The implementation of Basel II (B2) provides for a risk-based capital requirement. Further, the
SBP has decided to implement Basel III framework in a phased manner with effect from
December 31, 2013 to December 31, 2019, to revise and update capital reforms and clarifications
and further strengthen the existing capital adequacy framework prescribed under Basel II. The
Bank adheres to the regulatory requirement in this respect, and conducts its business
accordingly.

As a prelude to countering the financial debacle of the recent past, the Basel Committee
(Internationally) is raising the resilience of the banking sector by strengthening the regulatory
capital framework, essentially building on the three pillars of the Basel II structure. The reforms
raise both the quality and quantity of the regulatory capital base and enhance the risk coverage
of the capital framework. The SBP (State Bank of Pakistan) while being cognizant of the various
reforms in the offing, is reviewing the impact of Basel III (B3) guidelines on the capital structure
and CAR {Capital Adequacy Ratio) through quantitative impact studies. Accordingly, the SBP
has implemented first phase of Basel IIl framework with effect from December 31, 2013.

RISK MANAGEMENT FRAMEWORK

A well formulated policy and procedure is critical to an effective Risk Management framework;
it then needs to be reinforced through a strong control culture that promotes sound risk
governance. The Bank's Risk Management Framework has been developed keeping in mind,
that:

- To be effective, control activities should be an integral part of the regular activities of the
Bank;

- Every loss or near miss event should provide some Key Learning Cutcome (KLO), helping
and promoting a better risk identification and mitigation,

- While the reward may well commensurate the level of risk, it has to be viewed in entirety and
not in isolation; and

- Critical decision making should be based on relevant research, proper analysis and effective
communication within the Bank.

Strategic Level

At the strategic level, the risk related functions are approved by the senior management and the
Board. These include: defining risks, setting parameters, ascertaining the institution’s risk
appetite, formulating strategy and policies for managing risks and establishing adequate
systems and controls to ensure that overall risk remains within acceptable level and the reward
compensates for the risk taken.
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Macro Level

It encompasses risk management within a business area or across business lines. Generally the
risk management activities performed by middle management or units devoted to risk reviews
fall into this category. Periodical review of various portfolios; stress test and scenario analysis for
portfolio resilience; application of statistical tools and information in time series for developing
strong inferences are all performed at this level.

Micro Level

Risk management at micro level, is of critical importance. This function if performed with
diligence and understanding, can be of maximum benefit to the organization. Micro level risk
management includes:

- Business line acquisition, strong adherence to the credit and other related criteria.

- Middle Office monitoring function for a sound risk assessment of various risks inherent in
treasury o perations.

- Detailed review of various processes and operating procedures, for operational and other
risk related assessments.

Risk appetite of the bank

The risk appetite of the Bank is an outcome of its corporate goal, economic profitability, available
resources (size and business life cycle) and most significantly; the controls. The Bank believes in
a cautious yet steady approach towards its business objectives and takes a holistic view of its
investment and financing requirement.

This appreach is primarily based on a viable portfolio build-up with a long-term view; key

consideration being the health of various portfolios.
Risk organization

A strong organizational set-up, with clearly defined roles and responsibilities permits a higher
level of articulation of the Banks risk mandate, establishment of a structure that provides for
authority, delegation and accountability, and development of control framework. Risk
management cannot live in a vacuum; in order to be effective, it has to be run at an enterprise
level Risk governance must involve all relevant parties and should be sanctioned by the bank’s
leadership.

The risk management function at the Bank, along with the different committees including ALCO
(Asset Liability Committee) and MCC (Management Credit Committee), RMC (Risk
Management Committee of the Board) manage and adhere to the risk management policies and
procedures, with an explicit aim to mitigate/ manage risk in line with the Bank’s objectives.
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Business line accountability

One of the most important features of the risk management process is the business line
accountability Business has to understand the risk implication of specific transaction on the
business / portfolio. Some specific risks e.g. reputation risk affects the entire banking business
and is not limited to one business line or the other. At BIPL, as in any other reputable
organization, responsibility comes with accountability. Each business segment is responsible for
the profit / loss of the business. The management of risk is as much a line function as it is
supports.

Business lines are equally responsible for the risks they are taking. Because line personnel
understand the risks of the business. Lack of an understanding of this by the line management
may lead to risk management in isolation.

40.1 Credit Risk
The Bank manages credit risk by effective credit appraisal mechanism, approving and reviewing
authorities, limit structures, internal credit risk rating system, collateral management and post
disbursement monitoring so as to ensure prudent financing activities and sound financing
porttolio under the umbrella of a comprehensive Credit Policy approved by the Board of
Directors. Credit Risk has certain sub-categories as follows:

(i) Pricerisk

There is a risk that the asset repossessed due to default of the customer may be sold or leased out
to another party at a price lower than the original contract price.

(ii) Counter party risk
The risk that the counter-party defaults during the term of a transaction (Murabahah, Jjarah etc.).
(iii) Settlement risk

The risk that the counter-party does not meet its commitments at the maturity of the transaction
after the Bank has already met its commitments.

(iv) Country risk

Country Risk can be defined as the risk of adverse impact of certain factors on a country’s
specific economic, political and social scenario which affects the ability of the country (or a
borrower in that country) to repay its obligations. Country risk may be a combination of Transfer

Risk and Sovereign Risk.

40.1.1 Segmental information

Segmental information is presented in respect of the class of business and geographical
distribution of Islamic financing and related assets, Deposits, Contingencies and Commitments.
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40.1.1.1  Segments by cliss of business 17
Tslamic finaneing and related assets Deposits Contin gen des and Commim ents *_*_
and Advances
Rupees in 000 Parcent Rupees in 000 Percent Rupees in 000 Percent
Agriculture, Forestry, Flunting and Fishing, 1,262,160 0.97% 5,676,565 3.79% 52103 0.73%
Mining and Quarrying 5] 0,00% 505,189 0.45% 427414 1.91%
Textile 10,145,614 7.7 Fad, 214 0.43% 755,041 337%
Cherriral and Fhatmacetticals 3008832 2309 2,27,519 1.27% 221,603 0,99%
Cerrietit 1,776,578 136% J68.430 0.21% 27,113 1.21%
Sugar 4,623,716 3.54% 268,703 0.15% 300,500 134%
Fogtvrear and Leather ganments 30,660 0,079 ThE18 0,04% 13,073 0,065
Autorrobile and trans portation equiprent 1,211,606 0.95% REE5 0,55% 1,259,916 5.62%
Education 18, 543 0.01% 2,570,625 1.43% 54,621 0,245
Electronics and electrical appliances 2,73, 726 207% 35,910 0.20% 942,548 4.20%
Produrtion and transriss ion of energy - 0,00% 20,054,795 11.15% 1,465,113 6.54%
Cons truetion 7,756,465 5955, 4310,218 2.40% 2,539,833 11.32%
Powrer (electririty), Gas, Water, Sanitary 128507699 9509% 74,101 0,049 150 0,00%
Wholesale and Retail Trade 36,632,338 29.73% 35,955,053 20.06% 4325569 18.383%
Exports [ Iimports G57 503 0.66% 154,595 0,09% 165,055 0,745
Trans port, Storage and Corrmuracation 590,972 0,45% 1,379.363 0,77% 245,47 1.11%
Financial 5,592,455 2.75% 21,570,045 11.92% 3,099,866 13.52%
Insuratice 2,433 0.00% 2,266,445 1.26% - 0.00%
Servic ez 4,795,027 3675 5,233,025 2.99% 1,024,108 4. 565%
Individuals 25,549,649 19.79% 52,004,962 29.01% 312,635 1399
Food and beverages 4, TaT.3% 3,655 1,005,590 0.56% 723,020 3.22%
Private Trust & NGO 4,424 0,009 £, 554, 999 3660 - 0,009
Facking and Faper pmducts BoR, 252 0.55% 106,763 0,06% - 0,00%
Others * 5,245,595 4.03% 13,688,212 761% 4,778,859 18.55%
130,636, A5d 100,00% 179,249,290 100,009, 22435013 100,009,
2016
Islimic financing and related assets Deposits Contin gen cies ind Comumitm ents r
and Advances
Rupees in 000 Percent Rupees in 000 Percent Rupeas in '000 Percent
Agriculture, Forestry, Hunting and Fishing 1,921,0% 2.14% 7,320,370 4.10% 1,506,000 5540
Miningand Quatrying 3,183 0.00% 577,165 0,575 hR 47 0.20%
Textile 9,197,464 10.24% 742 659 0.45% 72,853 0.27%
Cherrical and Fharmareuticals 4,015,467 4.47% 1,455,265 0,945 205,165 0.52%
Cerrnent 1,776,221 1.%% 257317 0.17% 326,248 1.20%
Sugar 5642141 4.06% 631,497 0.41% - 0,009
Footwrear and Leather ganments 25,631 0,28% 125,29 0,05% 15,645 0,07%
Automobile and transportation equipment 1,308,014 1.46% 2,476,085 1.60% 2118, %5 7,795
Eduration 154% 0,07% 1,603, 705 1.04% - 0,009
Electronics and electrical appliances 2,434,160 2,77% 27663 0.15% a10,040 2.08%
Procuetion and transmission of energy - 0,009 20,136,016 13.04% 535,033 2.19%
Corstructinn £,103,179 £50% 2161476 1.40% 1,394, 743 513%
Fawrer (glectrieity], Gas, Water, Janitary 10,620,370 11.53% 24,708 0,02% G705 0.32%
Whalesale and Retail Trade 12,225,656 13.62% 30,054,015 19.45% 320,657 1.18%
Exports / Imports A3, 663 0.77% 127,132 0.05% 19,730 0,07%
Transport, Storage and Corremurdeation £26,%85 0,70% B7RG0Z 0.57% 344,040 1.27%
Finatiral 2,735,597 3.05% 16,416,914 10.63% 10,535,090 40.42%,
Irzumnee 5227 0.01% 1782813 1.14% - 0,009
Services 432,401 4581% 5BE1,%69 351% 104,651 0.38%
Individuals 18, 703,243 2054% 47,053,495 30.45% 201,434 1.07%
Foodand bewera ges 5,441,174 £.06% 157,521 1.21% T6d, 236 251%
Private Trust & NGO 22,79 0.05% 5a12,542 3.44% - 0.00%
Facking and Faper pmducts T66, 955 0.85% 14505 0.01% - 0,00%
Others* 259,177 35% 7,041,568 514% 7,143, 5% 26,285
B, 76, 909 100,005, 154399, 657 100,009, 97.154,709 100,005,

*Others indude sole proprietors, fund accounts and govermment deposits, ete.

*Contingentliabilities for the purpose of this note are pregented at costand include direct eredit substitutes, transaction related contingent lisbilities
and trade related contingent liabilities.
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40112 Segment by sector 2017
Islamie financing and related Deposits Contingencies and
assets and Advances Comumnitments
Rupees 10’000 Percert Rupees 1n ‘000 Percert Rupees 1n‘000 Percert
FPublic / Government 44,963,174 34.42%, 11,201,145 6.20% 704,137 3.14%
Private 85,673,480 65.58% 168,048,145 93759, 21,730,876 96.86%
130,636,654 100.00% 175,245,250 100.00% 22,435,013 100.00%
2016
Islamic Hinancing and relate d Deposits Cortingencies and
assets and Advances Commitments
Rupees 1n 000 Percert Rupees 1n’000 Percent Rupees 11’000 Percent
Public / Government 11,460,059 12.76% 7,110,306 461% 875,550 3,099,
Private 78,226,870 87.24% 147,285,351 95.35% 26,308,259 96.78%
55,756,500 TO0.00%, 154,359,057 0007, 07,164,009 T00.00%,

40.1.1.3

Details of non-performing Islamic inandng and rel ated assets and spec fic provisions by d ass ofbusiness segment:
2017

2016

Classified
financing and
related assets

5 pecific

Classified
provisions held i

financing and
related assets

Speafic
provisions held

Rupees in ‘000

Wholesale and Retail trade 619,696 576,431 218,087 629,640
Agricd ture, Forestry, Hunfing and Fishing 77247 33316 858,824 168,450
Textile 4644114 41457397 2.5559,194 2401362
Chemnica and Phannaceuticd s 992,808 764,418 170,230 38,102
Power (d ectricity), Gas, Water, Sanitary 21,964 21,366 640 51
Canent 540,000 540,000 3,183 3,183
Hectronics and d ectricd appliances E081 E.081 4231,62% 4,214 866
Construcion 971,411 955,180 1,050,182 983,859
Services 129,678 58404 362870 172,618
Financa 245,401 245,189 245,401 245,189
Paper Product 13,000 13,000 13,000 13,000
Food and Beverages 2,748,555 183,945 5,000 -
Individuas 2,346,387 2,001,122 1994522 1,322,902
Auternobile and transportaion equiprnent 100,359 100,359 - -
Footwear and | eather ganmernts 2,4r0 2,4r0 2,4r0 2,459
Manufaduring - - - -
Sugar 9,750 - 782,195 305,048
Transport, sterage and communication 1,206,473 739,053 467,864 467,864
Cthers 1,161,262 1,065,349 968,684 966,762
15,837,045 11,450,069 14.533,967 11,938,357
40.1.1.4 Details of non-performing Islamic financing related assets and specific provisions by sector:
2017 2016
Classified Specific Classified Specitic
financing and provisions held financing and provisions held
related assets related assets
Rupeesin ‘000
Fublic / Government - - - -
Private 15,837,045 11,450,059 14,533,967 11,932,357
15,837,045 11,450,059 14533967 11,839,357
40.1.1.5 Geographical segment analysis 2017
Profit before Total assets Net assets Contingencies
taxaHon employed emploved and comunitments
Rupeesin ‘000
Pakistan 157,262 216,185,145 13,676,469 22,435,013
2016
Profit before Total assets Net assets Contngencies
taxaHon employed emploved and commibments
Rupees in 000
Pakistan 243787 180,845,170 12, 444686 27,184,209




40.1.2 Credit risk - Standardized Approach

Credit rigk arises due to the risk of a bormwer defaulting on his cormitment either in part or as a whole. The Bark has currently
employed standardized approach for evaluation of credit risk. It wses CRM (Credit Risk Mitigation) technique where applicable. The
Banlk carries a strong desire to move towards the FIRB and Advanced apprmach

40.1.21  Credit Risk: Disclosures for portfolio subjed to the Standardised Approach and supervisory risk weights in the IRB Approach
The Bank uses reputable and SBF approved rating agendes for deriving risk weight to specific credit exposures, where available. The

Banlk has still emploved a credit rating model, which is compatible to the rating guidelines of SBE which will support the Bark in
internally rating the credit dients.

Typesof Exposwesand ECATs ued iirkg 016
Exposues JCR- VIS PACEA Otlers JCR- VIS PACEA Otters
Corparate v v MiA v v MiA
Batks v v v v v v
Cre dit Exposwes subject to Standsrdise dapproach
Exposues EElgack | Rating 2017 i
CaE@IY = Tnowt Tedution, | Netamownt Ayt Tedction | Netamouwnt
Cutsanding CRM Cutstanding CEM
Credit Cedit
Equirelert uivakert
e — e ——— Fnpees in 00— ————— ———— ——
Tl and fach e qravalert i ESHCYHY . 4174,139 R - BT
TTars on Government of Talastan [ederal of Prowvucial Governmznts) and % &.043 25 232 52,043 753 53,523 064 160,134 53,363,830
SEE denorninated in FER
Teign Lurrency famms on SDP ariang ot of statutory oblpationsof banks i) % 416,058 3 416,052 g - g
Pakistan
TIEIns Ot OTHeE_G0Vereipns afd, ofl GOVERINert of Fakistan of proviieid 1% - - = 5 -
| zoverranents or SBP denorninated in curtencies other than PEE T T . = N _ _
T2 A - = z ] L
45 100% - - . - -
b THR 12,1210 - FERH] 1144 - 114
Terated iﬁ% E - - - -
TTeiTns on Pablie D ior Entnesm Fakean 1% = - - - = =
R T IRl 65370 AT ATE L0 DTl
CA MU 2 - - - : -
] 100% - - — - - -
LT 3 IS TEILE f8811 233931 184381
TS oot Banks [ - F - - - -
T T T - EACN]] TTo - K]
e 1 o T - T T - TG |
15 I, - - - - - -
[ 150 - E - - - -
Tewated | 000 TEE] - i e - oY
Ulaimg, denorninated inforeign earveney, onbankswith origmnal matusity of 3 % - = - - - -
uorths orless TS i3 T 5 T Ty - T ]
3] BT T - T T - T
b Tome - B - - - -
[wated | T TG 5 TG ToraT - Toroo7G
TTEAnE ort Ganks Witk origial THATHmny O 5 TOCHUNS oF 1283 denormated mf 33 - 2 - - - -
PER andfunded in FER T Pz : TR TITLTy - i
5 ot Corporates [exeiiding e gty exposire: ] - 3 - - - -
T iy To AL Tolr TTELTE T LA EATALL 7T
7 BT Ry =10 BRI IT T THTITT 23000 |
S L LT iy T N 777
1 To0 - - - - - -
Tiwated 1 0T, pERigR T LR AL Lhlo sl T 98,700
[Torated? | 1700 EARINEL) 7oL LREIRD] LM THT{  ToIw
5 eategorized ag retal po 0 ] - - - - - -
2l E 2 E E E -
il - - - - - -
T L7005 T o T 100 TooTe0TE T ToT0o |
TTacs Ty seciedby reslrrial property (Reail ervial T CHEagy THanee as A TTIE - TTAE. oo 3 - T |
defited in Section2.7)
st he loers:
T where speciic provinons are 1252 than 20 perent of the outstanding TR TRRE B iina) T 31 iR ) TIo 0y |
araptin of the past due dam
L wrhere ﬁeeuﬁm TVLELUTE T 110 1288 LAt 01 [Tt Xl of THE DU EAim g Troe [LXEES - [LXEES sl - all I
amoutt of the past due daim.
Lawhere ﬁeeuﬁw TOIELOTE ALE TOLOTE LTt I PECCent of Te CUToardm g, T alarl = Zalarl o dle - soa e
araounit of the past due daim.
y Srigages That TITe: TR - TR FL B T |
st At for more thand) days andor e e e
Ea T st T aguitiat Mgl reaertial morlgaze (hal WE | onmr - TR T - T |
i by 1 s s o npa . speiie phovisim bl PG gt
fis nere than 20% of outstanding ameunt
Trvesnent l exity wieh exeeeds 0y of (he mawed o U - T [y . T |
shge_uﬂag T g oty e whese B ety 8 s son e
asgonidte.
T e LV SUTCLEEUE SR LT LAG SO0 E | Tie LI ShLelil [FE1eE 10 he ehed g 10 o TE, [l - ThG.7 oy Ta1G - RIS
Bazel Dlinstrurtions)
T.hhstectbeqmty stozestnenits (other than that dedueted from eapatal) held pli Wikl - Wihih Wi hih - Wihih
bankingbaok
fruve stoents i premuses, plant and equipraent and all other fuced assets i TOILI - DO F 150,00 - T Tohr |
A other assets T, T - TLIT 100 T = 12!31,_55
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40.1.2.2 Credit Risk Disclosures with respect to Credit Risk Mitigation for Standard and IRB
Approaches

The Bank obtains capital relief for both on and off-balance sheet non-market related exposures
by using simple approach for Credit risk mitigation (CRM). Off-balance sheet items under the
simplified standardized approach are converted into credit exposure equivalents through the
use of credit conversion factors. Under the standardized approach the Bank has taken
advantage of the cash collaterals available with the Bank in the form of security deposits and
cash margins and lien on deposit accounts.

Valuation and management of eligible collaterals for CRM is being done in line with the
conditions laid down by the SBP. Since eligible collaterals for CRM purposes are all in the form
of cash collaterals, they generally do not pose risk to the Bank in terms of change in their
valuation due to changes in the market conditions.

40.2  Equity Position Risk in the Banking book
Equity position includes the following:
- Strategic investments
- Investment in equities for generating revenue in short term

These equity investments are accounted for and disclosed as per the provisions and directives
of SBP, SECP and the requirements of approved International Financial Reporting Standards as
applicable in Pakistan.

Provision for diminution in the value of securities is made after considering impairment, if any,
in their value and charged to the profit and loss account.

40.3  Yield / Profit Rate Risk in the banking book

It includes all material yield risk positions of the Bank taking into account all repricing and
maturity data. It includes current balances and contractual yield rates, the Bank understands
that its Islamic financing and related assets shall be repriced as per their respective contracts.

The Bank estirnates changes in the economic value of equity due to changes in the vield rates
on on-balance sheet positions by conducting duration gap analysis. It also assesses vield rate

risk on earnings of the bank by applying upward and downward shocks.
404  Market Risk

Market risk is defined as the risk of losses in on-and-off balance sheet positions arising from
movements in market prices e.g. fluctuations in values in tradable, marketable or leasable
assets. The risks relate to the current and future volatility of market values of specific assets and
of foreign exchange rates and benchmark yields.

The Bank uses various tools and techniques to assess market risk including but not limited to
tull valuation, stress testing, scenario analysis. These assessment methods enable the Bank to
estimate changes in the value of the portfolio, if exposed to various risk factors.

Moreover, since the Bank does not deal in interest based products, the im pact of the above risks
will be very minimal. The Bank does not have positions or forward exchange contracts giving
mismatches of maturity unless such risks have been taken care of through some other
mechanism.
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The VaR reports are complemented by various other position and sensitivity limit structures,
including stress, sensitivity, gap and scenario analysis. The capital charge for market risk has
been calculated by using Standardized Approach.

4041 Foreign Exchange Risk
Currency risk is the risk of loss arising from the fluctuations of exchange rates.

In the normal course of conducting commercial banking business, which ranges from
intermediation only to taking on principal risk as dealer or as counterparty, the Bank purchases
or sells currencies in today / ready and gives or receives unilateral promises for sale or
purchase of FX at future dates in a long or short position in different currency pairs. These
positions expose the Bank to foreign exchange risk. To control this risk, the Bank primarily uses
notional principal limits at variocus levels to control the open position, and ultimately the
residual foreign exchange risk of the Bank. The Bank also strictly adheres to all associated

regulatory limits.

Following is the summary of the assets of the Bank subject to foreign exchange risk.

2017
Net
Assets Liabilities barifice C{gﬁgﬁ;
Sheet exposure
crmcemnaecernaeccreeeno- Rupees in Q00 ---o-cooeoeomm oo
Pakistan Rupee 212,658,698 198,746,945 (7,206,404) 6,705,349
United States Dollar 2,611,705 2,924,961 6,242,049 5,928,793
Great Britain Pound 479,939 477,915 300,010 302,034
Japanese Yen 12,351 6,690 388,986 394,677
Euro 301,912 314,384 258,114 245,642
UAE Dirham 22,344 14,303 6,407 13,948
Asian Currency Unit 71,996 - - 71,996
Swiss Franc 1,306 - 10,838 12,144
Australian Dollar 2,921 1,147 - 1,774
Saudi Rival 1,493 - - 1,493
Canadian Dollar 313 1,831 - (1,518)
Turkish Lira 136 - - 136
216,165,144 202,485,660 - 13,676,469
2016
Off- Net
Assets Liabilities balance foreign
Sheet curency
exposure
- oo Rupees in '000 - oo
Pakistan Rupee 172,040,044 159,779,592 (6,197,348) 6,063,104
United States Dollar 8,121,391 8,032,902 5,438,503 5,526,992
Great Britain Pound 315,222 230,151 183,998 219,069
Japanese Yen 18,887 6,107 - 12,780
Euro 297,758 298,682 574,847 573,923
UAE Dirham 3,301 6 - 3,295
Asian Currency Unit 41,841 - - 41,841
Swiss Franc 3,574 - - 3,574
Australian Dollar 3,242 1,223 - 2,019
Saudi Riyal 636 - - 656
Canacdlian Dollar 116 2,841 - (2,725)
Turkish Lira 138 - - 138
L5346, 165,407,504 - 12,444,666
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40.5 Liquidity Risk

Liquidity risk is the potential loss to the Bank arising from its inability either to meet its
obligations (financial} or to fund increases in assets as they fall due without incurring
unacceptable costs orlosses.

BIPL's liquidity at various levels (day to day, short term, long term) is managed by the Treasury
along with the Asset and Liability Management Committee (ALCO), which is one of the most
important management level committees. Its role cannot be overemphasized here, it serves as a
part of the critical trio with risk management and treasury department, monitering and
maintaining key liquidity ratios, a viable funding mix, depositor concentration, reviewing
contingency plans etc.

Liquidity risk is defined as the potential loss arising from the Bank’s inability to meet in an
orderly way its contractual obligations when due. Liquidity risk arises in the general funding of
the Bank's activities and in the management of its assets. The Bank maintains sufficient liquidity
to fund its day-to-day operations, meet customer deposit withdrawals either on demand or at
contractual maturity, meet customers’ demand for new financings, participate in new
investments when opportunities arise, and to meet any other commitments. Hence, liquidity is
managed to meet known as well as unanticipated cash funding needs.

Bank calculates the Liquidity Coverage Ratio (LCR) on monthly basis as per SBP Basel III
Liquidity Standards issued under BPRD circular no 08 dated June 23, 2016. The objective of LCR
is to ensure the short-term resilience of the liquidity risk profile of Bank which requires banks to
maintain sufficient High Quality Liquid Assets (HQLAs) to meet stressed cash ocutflows over a
prospective 30 calendar-days period. As of December 31, 2017, Bank’s LCR stood at 123.69%

against the SBF’s minimum requirement of 90%.

The objective of Net Stable Funding Ratio (NSFR) is to reduce funding risk over a longer time
horizon by requiring banks to fund their activities with sufficiently stable sources of funding in
order to mitigate the risk of future funding stress. Banks are expected to meet the NSFR
requirement of at least 100% on an ongoing basis from December 31, 2017.

Governance of Liquidity risk management

Liquidity and related risks are managed through standardized processes established in the Bank.
Board and senior management are apprised aboutliquidity profile of the Bank on periodic basis
s0 as to ensure proactive liquidity management and to avoid abrupt shocks. The management of
liquidity risk within the Bank is undertaken within limits and other policy parameters set by
ALCO, which meets monthly and reviews compliance with policy parameters. Day to day
monitoring is done by the treasury while overall compliance is monitored and coordinated by
the ALCO and includes reviewing the actual and planned strategic growth of the business and
its irnpact on the staternent of financial position and monitoring the Bank’s liquidity profile and
associated activities. Bank’s treasury function has the primary responsibility for assessing,
monitoring and managing bank’s liquidity and funding strategy. Treasury Middle Office being
part of Risk management group is responsible for the independent identification, monitoring &
analysis of risks inherent in treasury operations. The bank has in place duly approved Treasury
investment policy and strategy along with liquidity risk tolerance/appetite levels. These are
communicated at various levels so as to ensure effective liquidity management for the Bank.



Funding Strategy

Bank’s prime source of liquidity is the customer’s deposit base. Within deposits, Bank strives to
maintain a healthy core deposit base in form of current and saving deposits and avoid
concentration in particular products, tenors and dependence on large fund providers. Further,
Bank relies on Interbank borrowing for stop gap funding arrangements but same is less
preferred source of liquidity Within borrowing, sources of funding are alse diversified to
minimize concentration. Usually Interbank borrowing is for short term. The bank follows
centralized funding strategy so as to ensure achievement of strategic and business objectives of
the Bank

Liquidity Risk Mitigation techniques

Various tools and techniques are used to measure and monitor the possible liquidity risk. These
include monitoring of different liquidity ratios like cash to deposits, financing to deposit ratio,
liquid assets to total deposits, Interbank borrowing to total deposits and large deposits to total
deposits which are monitored on daily basis against different triggers levels and communicated
to senior management and to ALCO forum regularly. Further, Bank also prepares the maturity
profile of assets and liabilities to monitor the liquidity gaps over different time buckets. For
maturity analysis, behavioral study techniques are also used to determine the behavior of
non-contractual assets and liabilities based on historic data and statistical techniques. The Bank
also ensures to maintain statutory cash and liquidity requirements all times.

Liquidity Stress Testing

As per SBP BSD Circular No. 1 of 2012, Liquidity stress testing is being conducted under various
stress scenarios. Shocks include the withdrawals of deposits and increase in assets, withdrawals
of wholesale /large deposits & interbank borrowing and utilization of undrawn credit lines etc.
Results of same are escalated at the senior level so as to enable the senior management to take
proactive actions to avoid liquidity crunch for the Bank.

Contingency Funding Plan

Contingency Funding Plan (CFP) is a part of liquidity management framework of the bank
which identifies the trigger events that could cause a liquidity crisis and describes the actions to
be taken to manage the crisis. At bank, a comprehensive liquidity contingency funding plan is
prepared which highlights liquidity management chain that needs to be followed.
Responsibilities and crisis management phases are also incorporated in order to tackle the
liquidity crisis. Moreover, CFP highlights possible funding sources, in case of a liquidity crisis.

Main drivers of LCRR Results

Main drivers of LCR Results are High Quality Liquid Assets and Net cash outflows. Outflows
are mainly deposit outflows net of cash inflows which consist of inflows from financing and
money market placements up to 1 month. The inputs for calculation of LCR are as prescribed by
the regulator.

Compaosition of High Quality Liguid Assets - HQLA

High Quality Liquid Assets composed of Level-1 Assets which can be included in the stock of
liquid assets at 100% of their market value. Bank has taken Cash & treasury balances,
Investments in GoP ljarah Sukuks classified as Available for Sale category and foreign currency
placements issued by sovereigns. Further, Level 2-A asset category includes investment in

corporate sukuk.
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Concentration of Funding Sources

Being a commercial bank, it relies on funds provided by depositors. However the Bank has been
continuously improving upon its ratio of core deposits. Current and Saving accounts consist of
76.02% of total deposits, term deposits are 23.98% and borrowing from SBP and financial
institutions is 4% of total deposits. Moreover the Bank does not rely on top few depositors to
meet its funding requirements. This clearly shows that the funding sources for the Bank are well
diversified.

Currency Mismatch in the LCR
Currency mismatch is minimal as FCY deposits are 2.11% of Bank's total deposits.

40.5.1 Liquidity Coverage Ratio (LCR)

lotal Un- Total
weighted Weighted
Value Value
(Average) (Average)
A b
High quality liguid assets
- Total high quality liquid assets (HQLA) 41,651,260 40,611,752
Cash outflows
- Retail deposits and deposits from small business customers of which:
stable deposit - -
Less stable deposit 76,364,715 7,636,471

] ) 76,564,715 7,636,471
Unsecured wholesale funding of which:

Operational deposits (all counterparties) - -
Non-operational deposits (all counterparties) 99,717,267 31,068,413
Unsecured debt 8,388,020 8,353,020

108,105,237 39,456,454

Secured wholesale funding I = |

Additional requirements of which:

Outflows related to derivative exposures and other collateral requirernents - -
Qutflows related to loss of funding on debt products -
Credit and Liquidity facilities 28,037,288 2,478,571
28,537,238 2,478,578

Other contractual funding obligations - -
Other contingent funding obligations 2,809,912 140,496

2,309,912 140,4%
Total cash outflows 215,817,202 49,711,978
Cash inflows
Secured lending - -
Inflows from fully petforming exposures 27,182,408 | 20,130,028
Other Cash inflows 312,930 312,980
Total cash inflows 27,495,388 20,493,008
Total High Quality Liquid Assets (HQLA) 40,611,752
Total Net Cash Qutflows 29,218,971
Liquidity Coverage Ratio 138.99%
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40.52 Ne Stable Funding Ratio (NSFR)

Unwagphted valueby residual maturnity Weiphted
No Maturty | <obmonths [omontleto<1] 21vear value
year

ASF ftem
Capital
Regulatory capital 15,3447 - - - 10,3244
Other capital instruments - - - - -
Lessstable deposits . 60mes | 1136 | 1o8eLs0L| 166991178
Wholesale funding
Operational depedts - - - - -
Other whelesale funding - - - 2712303 271208
Other liabiliti es:
NSFR derivative liahilities - - - IR ) -
Al] other liabilitiesand equity not induded in other catenories - - 5,000,000 - 250100
Total ASF TR0 17 T0000 N T X3 N o
RSF item
Total NSFR hgh-qualit yliquid asssts (HOLA) - - = ENITANCN AT
Depesits held at other financial institutions for operational purposes = 5 = = -
Perforring leansto financial institutions sequred bynon-Level THOLA - AR CNLH - - TELIRT
and 1msacured performinE loansto Enancial ingitutions
Performing loanstonon- inanctal corporate dients, leansto refail and E = = DL7oLaen | QL0 6
small busines austomers, and loans to sovereipns, central banksand
PSEs of which:
With a risk weight of less than or equal to 35% under the Bazdl 1] - - - KREEEICN NN
Standardized Approach for credit risk
Securifies that are not in defardt and donot qualifyas HQLAiInduding RS - - - A3
exchange-traded equities
Other assets: - - - - -
Fhysal traded commeodities, induding geld - - - E -
Aszets posted asinitial margin for derivative contracts - - - - -
NSFR derivative assets - 1612567 - - -
NSFR derfvative liabilities befere deduction of variation margin posted - KIRLN] - - RIMACN]
All other assets not included in the above catepories - - - OLOD, 700 | 49, 060
Offbalance shest items - JREARATE 2oL0e | SLAAea | Za0Ar
Total RSF nTTE IR A3 LTV JE LN N K 71
Nt Stable Funding Ratio (%) — DL,

The Liqidity coverage ratio and Net stable funding ratio are applicable fom 2017 onwards, therefore, comparative information isnot appliable.
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40.6

40.7

40.8

40.9

Operational Risk

Operational Risk is defined as the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external / internal events. The risk is different from the
others, since it has a greater level of uncertainty and may be termed as a little difficult to
measure. The Bank believes that prudence should be lived and breathed through the
organizational culture.

At a more formal level, the Bank has strengthened its risk management framework by
developing polices, guidelines and manuals. Operational and other risk assessment tool e.g.
Risk Control and Self Assessment (RCSA) is being effectively used to assess, mitigate and
monitor possible risk that may arise in any of the Bank’s financial product or department.
Operational Loss Database (OLD) records all the internal / external petential operational losses
which helps the management understand the causes and impact of these risks.

Strategic Risk

Strategic risk arises due to wrong assumptions in strategic decision making or the failure to react
correctly to long-term changes in strategic parameters.

The Bank follows a deliberate low-risk strategy Within the general constraints of its niche
market the Bank is aware of the need of reducing risk. The Bank has a well established strategic
planning and evaluation process which involves all levels of management and which is subject
to regular review:

Systemic Risk

Systemic risk is the risk of a total or partial collapse of the financial system.

Such a collapse could be due to technical factors or market driven (psychological reasons).
Systemic risk is reduced by the activities of both national and international regulatory
authorities. The Bank actively supports these organizations through its membership of the
relevant banking industry association i.e. Pakistan Banks Association (“PBA”). The Bank also
takes account of systemic risk by means of careful management of counter party risks in the

inter-bank market.

Shariah Non-compliance Risk

Shariah non-compliance risk is the risk that arises from an Islamic bank's failure to comply with
the Shariah rules and principles prescribed by the State Bank of Pakistan and / or the Shariah
Board of the Bank. It remains the most important operational risk for an Islamic bank.
Compliance of Shariah guidelines must permeate throughout the organisation and its adherence
should be reflected in the products and activities.




41  TRUST ACTIVITIES

Banks commonly act as trustees and in other fiduciary capacities that result in the holding or
placing of assets on behalf of individuals, trusts, retirement benefit plans and other institutions.
These are not assets of the bank and, therefore, are not included in statement of financial
position. Following is the list of assets held under trust:

| Category | Type | No. ot IP'S account | Face Value |
2017 2016 20617 2076
———-Rupees in '000——-

Insurance Companies Stkuks 2 1 273,000 220,000
Asset Management Companies Sukuks 22 24 1,206,740 1,426,240
Employee Funds / NGO's Sukuks 4 5 23,000 138,250
Individuals Sukuks 8 9 103,295 137,795
Others Sukuks 25 21 6,091,965 4,537,715

6l o0 7,708,000 6,460,000

42  PROFIT /(LOSS) DISTRIBUTION TC DEPOSITOR'S POOL

The Bank maintained the following pools for profit declaration and distribution during the year
ended December 31, 2017:

i)  General Deposit Mudarabah Pool (PKR, USD, EUR & GBP);

i) Musharakah Pool under SBP's Islamic Export Refinance Scheme; and
(iii) Special Modaraba Deposits Pocl

(iv) Treasury Special Pools

The deposits and funds accepted under the General Deposit Mudarabah Pocl is provided to
different sectors of economy mainly to 'Textile and Allied’, * Energy’, 'Fertilizer, "Trading’ ,’
Consumer Finance’ and 'GOP Ijarah Sukuks’.

Musharakah investments from the SBP under Islamic Export Refinance Scheme (IERS) are
channelled towards the export sector of the economy via different Islamic financing modes such
as Murabahah, Istisna etc.

Key features and risk & reward characteristics of all pools

The 'General Deposit Mudarabah Pool’ for both local and foreign currency is to cater all
depositors of BIPL and provide profit / loss based on actual returns earned by the pool.
Depositors are Rabb-ul-Maal as they are the provider of capital while the Bank acts as Mudarib
by investing these funds in business. Since there are more than one Rabb-ul-Maal (depositor),
their mutual relationship is that of Musharakah. Profit is shared among Mudarabah partners
(Bank and depositors) as per pre-agreed profit sharing ratio. Whereas, profit sharing among the
depositors is based on pre-assigned weightages. Loss, if any; is borne by Rabb-ul-Maal as per the
principles of Mudarabah.
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The IERS Pool caters to the Tslamic Export Refinance Scheme’ requirements based on the
guidelines issued by the SBP. In this Scheme, SBP enters into a Musharakah arrangement with
the Bank for onward financing to exporters and other blue chip companies on the basis of
Shariah compliant modes such as Murabahah, Istisna, etc. Under the scheme, SBP is required to
share in profit and loss of the Bank's IERS Musharakah pool. IERS pool consists of blue chip
companies to whom the Bank has provided financing facilities on Shariah compliant modes
including IERS facility. Profit is shared according to an agreed weightage and loss is shared
according to the investment ratio. The Special Mudarabah Deposits Pools for local currency are
created to attract and retain clients expecting specific returns. The funds received against these
deposits are invested in various Shariah compliant assets.

Treasury Pools are managed on the basis of Musharakah, wherein BIPL and partner (Financial
Institution) share actual return earned by the pool according to pre-defined profit sharing ratio.

The risk characteristic of each pool mainly depends on the asset and liability profile of each pool.
The poolis exposed to following kinds of risks:

1 Asset Risk: The pool is exposed to Asset Risk which is the risk that is associated with Islamic
mode of finance(s) applied / used under the transaction structure(s). The Bank has prepared
detailed product manuals in order to identify and properly mitigate such risk. The Bank also
analyses transaction structure of each customer to further ensure proper safeguard of
depositors’ interest. The review is done by experienced team of professionals having
considerable experience in the field of Islamic banking and finance. Nevertheless since
Islamic banking is a nascent industry, we believe that the process of further im provement will
continue as the business grows.

2 Credit Risk: Financial Risk is the risk which is associated with financing that is mitigated
through safeguards through available standards within Shariah guidelines as disclosed in
note 40.1 to these financial statements.

Parameters used for allocation of profit, charging expenses and provisions etc. along with a
brief description of their major components:

Gross income {Revenue less cost of goods sold and after deduction of other direct expenses),
generated from relevant assets is calculated at the end of the month. The income is shared
between the Bank and the depositors as per agreed profit sharing ratio after deduction of
commingled Bank’s equity share on pro rata basis. The residual is shared among depositors as
per agreed weightages. These weightages and profit sharing ratios are declared by the Bank in
compliance with the requirements of the SBP and Shariah.

The allocation of income and expenses to different pools is based on pre-defined basis and
accounting principles / standards. Direct expenses are charged to respective pool, while indirect
expenses are borne by the Bank as Mudarib. The direct expenses charged to the pool are direct
cost in financing / investment transactions (i.e. Murabahah, [jarah, Diminishing Musharakah,
Istisna, Karobar Financing, Salam, etc) and depreciation of Ijarah assets. The general and
specific provisions created against non-performing Islamic financing and related assets and
diminution in the value of investments as under prudential regulations and other SBP directives
have been borne by the Bank as Mudarib.
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Profit rate
afit ¢ retarn | Percentage | Amount of
General Ploeﬂlt&ate Profit rate distributed | of Mudarib| Mudarib
Deposit weightage | return Depositor | Mudarib | Mudarib to share Share
Mudarabah . nogu cegm earned Share % | share % share | remunerati | transferred | transferred
Pool Snt el;iod ve deposits | through | through
P (Savings Hiba Hiba
and Term)
{ Rupees 1n '000) (Rupees in "000)
PER Pocl Monthly 8.30% 50.00% 50.00% 3,395,301 41.17% 2971% 1,008,762
USD Pool Monthly 0.69% 50.00% 50.00% 5,991 0.37% 12.02% 720
GBP Pool Monthly 0.05% 50.00% 50.00% 45 0.03% 18.32% g
EUROPool  Monthly 0.01% 50.00% 50.00% g 0.00% 0.00% -
Profit Rate
Specific and Profit Rate . i Profitrate | Percentage | Amount of
Musharaka | Weightages| return SE;;?; Ba"k;hM Bank Share| return | of Hibato | Hibato
hPool |announcem | earned i i distributed | Client [IERS Client
ent Period
(Rupees 1n '000) {Rupees in "000)
Islamic Meonthly 4.94% 22.30% 77.70% 150,910 1.97% 0.00% -
Bxport
Refinance
(IERS)
Musharaka
h Pool
Amount of
Profit rate i Mudaib
Profit Rate return opfeiﬁflr:it;%eb share
Specific and Profit Rate Depositor . o | distributed transferred
, i epositor | Mudarib | Mudarib share .
Mudarabah | Weightages | return Share % | Share 7% Fee to transferred through
aPeol |announcem | earned i i remunerati through Hibato
ent Period ve special Hibg special
de posits rernunerati
ve deposits.
i Rupees n "000) iKupees 1n "000)
(i) Special Monthly 7.82% 50.00% 50.00% 65,444 3.93% 51.83% 3392251
Modaraba
Deposits
PER Poel

(ii) In addition to the above, 149 short term Treasury Pools were created to meet liquidity management
requirement of Treasury Department. The Pools were dissolved after maturity of respective Treasury
transaction. The Pools were managed under the Shariah approved guidelines.
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43 GENERAL

Captions, as prescribed by BSD Circular No. 04 of 2006 dated February 17, 2006 issued by the
SBP, in respect of which there are no amounts, have not been reproduced in these financial
statements, except for captions of the Statement of Financial Position and Profit and Loss
Account.

The figures in the financial statements have been rounded off to the nearest thousand rupee.
43.1 Corresponding figures
Corresponding figures have been re-arranged and reclassified, wherever necessary; to facilitate

comparisons. There were no significant reclassifications during the year except as disclosed
below:

2017
Keclassified trom Keclassitied to Kupees 1n "000
Fee, commussion and brokerage income |Admimstrative expenses 59,5317

44  DATE OF AUTHORISATION FOR ISSUE

These unconsolidated financial information were authorised for issue on April 6, 2018 by the
Board of Directors of the Bank.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Annexure |

Details of disposal of fixed assets to the Chief Executive Officer or to a Director or to Executives,
irrespective of the value, and to any other person having cost more than Rs 1 million or net book
value of Rs 250,000 or above are as follows:

Asoet (Accumilated| o | Sale |Gaio/Uo)| .
Asset description Cost | depreciation proceeds | on disposal Jiswosal Particulars of Buyer
Rupees in N0

Taptop 3 - 3
Laptop 13 -
La; 12 12 - 2
uﬁ i3 b - 5
Laptop 15 15 - ]
Tapiop 15 1 - 5 5[ Bank Policy [Flasan Rizvi - Section Tead Infemal Audit
Laptop 123 13 - 5 5| Bank Policy _ |Shamshad Ahmed - HOD Trade Finance
Laptop 10 k) - 5| bank Policy  |5aud Usmand - Section Head 15D Infrastrociure
Taptop b5 : §| Bank Folicy Pasha - Section Head T
Laptop lﬁ 153 - Bank Policy ussan -
Laptop pi - 5| Bank Policy ATl - Bection Pead Finance

plop ki kK] - 5 5| Bank Policy |Wasim - Section Head Internal Audit Central |
Censel 197 11 ™ i) W[ Tender 75, Adam Traders
Censet T 16 & 43| Tender T, Adam Traders
(ensel 101 o] 113 164 51| Tender M/s. Adam Traders
(zenset 6,132 426 750 7,574 Tender M/, Adam Traders

etwark Hauipment 8,167 8167 - - - | Tender M/s. lotal Enpinesrr

& Thin Client or L | 75 505 Takahi Claim | M7s. far Tnsurance Claim

Total 20,153 W oz 41 328
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Khat-e-Taleeq

When the Mongols in the 6th Hijri started taking interest in Islamic literature
and culture, a new script Khat-e-Taleeq was developed. The reason behind
the name is that words and sentences both are joined together.
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Home Remittance — Now even more convenient...

@
With Banklislami's #f#a %2 service, you can receive money sent to you from abroad by your
loved ones, from any Banklslami branch nationwide.

s
Banklslami's F¥a %25 service comes with the following features:

“Including sub-branches

©  Quick Account Opening facility
“ Service available at Banklslami’s 330" branches in 114 cities
% Money transfer from Rra =ex= outlets in over 200 countries
= Bank account not required for receiving Ria %2 payment from any Banklslami branch
o Very low fees
© Payments may also receive from any branch of Bank of Azad Jarnmu and Kashmir (Azad
Kashmir) and Karakorum Cooperative Bank Limited (Gligit Balistan}
Serving you, the Right way f ' L[ in \ a
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Directors Report

On behalf of the Board, I am pleased to present the Consolidated Annual Results of the Group for the
year ended December 31, 2017. Following are the highlights:

Dec-17 | Dec16 Growth (%)

cereveesee. Rupees in millions..........
Total Deposits 179,002 153,826 16.37%
Total Assets 217,234 181,994 19.36%
Total Financing and related assets-net 119,007 77,667 53.23%
Total Investments-net 42,364 46,643 -9.17%
Shareholder's Equity 14,227 13,006 8.88%
Profit After Tax 1,690 647 161.14%
Basic Earning per share-rupees 1.664 0.639 160.15%
Branches network- Number 330 321 2.80%

Our Group performance remained satisfactory. The Group has been able to post growth in its
Financings by 53.23% and Total Deposits by 16.37%.

We would like to place on record its deep appreciation to the State Bank of Pakistan and Securities and
Exchange Commission of Pakistan for their continued support, guidance. Also, we would like to show
our gratitude to the employees of Group for their contribution towards the Group's progress through
their hard work and commitment.

On behalf of the Board,

Hasan A. Bilgrami
Chief Executive Officer

Agpril 06, 2018
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Auditors' Report To The Members On Consolidated
Financial Statements

We have audited the annexed consolidated financial statements comprising consolidated statement of
tinancial position of BankIslami Pakistan Limited (“the Bank”) and its subsidiary companies (the
Group) as at 31 December 2017 and the related consolidated profit and loss account, consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated
cash flow statement together with the notes forming part thereof, for the year then ended. We have also
expressed separate opinion on the financial statements of the Bank and have performed a limited scope
review under the International Standard on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” of the subsidiary company, namely
BanklIslami Modarba Investment Limited. The financial statements of subsidiary companies, namely
BIPL Securities Limited (formerly KASB Securities Limited) and Structured Ventures (Private) Limited
were audited by other firms of Chartered Accountants whose reports have been furnished to us and
our opinion in so far as it relates to the amounts included for such companies, is based solely on the
reports of such other auditors. The financial statements of another subsidiary company namely My
Solutions Corporation Limited are consolidated by the Bank on the basis of unaudited financial
statements.

These consolidated financial statements are the responsibility of the Bank’s management. OQur
responsibility is to express an opinion on these consolidated financial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and accordingly
included such tests of accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the consolidated financial statements present fairly the financial position of the Bank
and its subsidiary companies as at 31 December 2017 and the results of their operations for the year

then ended.

et ﬁwi%

Chartered Accountants
Audit Engagement Partner: Omer Chughtai
EY Ford Rhodes, Chartered Accountants

Date: April 6, 2018

Karachi
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Khat-e-Thuluth

It is also known as ‘Khat-e-Sulus’, this script is known as the ‘Mother of all Scripts’ as it is the basis of
various styles through slight changes of form. It was invented by lbrahim Shijri, the most famous
calligrapher of his era, and was used in medieval times on mosque decorations because of its elegance.
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Monthly Profit, Halal Returns

Enjoy the freedom of Halal monthly gains by opening Isiami Mahana Munafa Account, with
Banklslami for a prosperous present while building your wealth for a secure future.,
Islami Mahana Munafa Account provides security, convenience and flexibility of the investment

tenures to suit your financial needs.

*  Minimum investment amount of Rs. 10,000/- « Monthly Halal profit payment

* Profit payment at maturity * Investment tenure from 1- 5 years
= No penalty on premature encashment of investment = Internet Banking Facility

| Serving you, the Right way

BanklIslami Pakistan

3477 Pnor ey
ww.benkiskarmi.oom.pk 111-ISLAMI (111-475264)
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Consolidated Statement of Financial Position

AS AT DECEMBER 31, 2017
Note 2017 2016
——— Rupees in ‘000 ————

ASSETS
Cash and balances with treasury banks 7 11,784,180 8,921,433
Balances with other banks 3 1,149,355 1,324,167
Due from financial institutions - net 9 21,371,737 27,218,665
Investments - net 10 42,563,753 46,643,174
Islamic financing and related assets and Advances (net) 11 119,006,779 77,667,276
Operating fixed assets 12 9,148,064 9,412,129
Deferred tax asset - net 13 7,615,022 5,820,956
Other assets - net 14 4,796,975 4,935,840

217,233,915 181,993,640
LIABILTITES
Bills payable 15 2,983,996 2,275,954
Due to tinancial institutions 16 15,570,390 6,066,307
Deposits and other accounts 17 179,001,578 153,826,348
Sul> ordinated loans - -
Deferred tax liabilities - -
Other liabilities 13 5,445,715 6,760,717

203,006,679 168,927,300
NET ASSETS 14,227,236 13,066,334
REPRESENTED BY:
Share capital 19 10,079,121 10,079,121
Discount on Tssue of shares (79.042) (79,042)
Reserves 20 926,260 613,636
Unappropriated profit 1,893,736 518,942
Total equity attributable to equity holders of the Bank 12,320,031 11,132,657
Non-controlling interest 205,242 192,350

13,025,323 11,325,007
Surplus on revaluation of assets - net of tax 21 1,201,913 1,741,327
14,227,236 13,066,334

CONTINGENCIES AND COMMITMENTS 2

The annexed notes 1 to 45 and Annexures I and II form an integral part of these consolidated financial statements.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Consolidated Profit and Loss Account
FOR THE YEAR ENDED DECEMBER 31, 2017

Note 2017 2016
-——— Rupees in ‘000 -——
Frofit / return earned 23 10,223,727 10,115,832
Frofit / return expensed 24 5,230,502 5,764,188
Net spread earned 5,003,225 4,251,651
Reversal of provision against non-performing Islamic
financing and related assets - net 11.16.2 (477 68%) (1,724,387
FProvision / (reversal of provision) for diminution in the value
of investments and placements - net GE 108 210,600 (337,547
Bad debts written off directly 11.18 - 32,008
(267,088) (2,029,526)
MNet spread after provisions 5,360,313 381,577
OTHER INCOME
Fee, commission and brokerage income 547 468 361,536
Dividend Income 33,030 24,245
Income from dealing in foreign currencies 24,214 42 208
Gain on sale of securities 25 122,100 o7 77e
Unrealised (loss) / gain on revaluation of investments (327) 678
classified as ‘held for trading’
Other income 26 TTERY 73,673
Total other income fd BRT 800,712
6,324,650 6,082,259
OTHER EXPENSES
Administrative expenses 27 6,208,778 6,154,960
Other (reversals) / charges - net (124,822 62
Other charges 28 21,733 17,726
Total other expenses 6,102 629 6,172,773
132,021 209,516
Profit for the year from BIFL Securities Limited - net of tax 20 34,441 11,179
Share of profit from associates 10,10 104,530 218,201
PROFIT BEFORE TAXATION 270,892 1,036,986
Taxation
- Current 30 141,711 106,229
- Prior years 20 74 (20
- Deferred 30 (1,560,361) 283,779
(1,418E576) 3E0,088
PROFIT AFTER TAXATION Teeo56s 36,008
ATTRIBUTABLE TO:
Equity shareholders of the Bank 1,676,676 44 503
MNorn-controlling interest 12,892 2,405
1,680 568 £46, 002
Rupees
Basic earnings per share 31 1.6635 06354
Diluted earnings per share 31 1.6635 0.6354

The annexed notes 1 to 45 and Annexures I and I form an integral part of these consolidated financial staternents.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Consolidated Statement of Comprehensive Income
FOR THE YEAR ENDED DECEMBER 31, 2017

2017 2016
—— Rupees in ‘000 ——
Profit after taxation for the year attributable to:
Equity shareholders of the Bank 1,676,676 644,503
Non-controlling interest 12,892 2,495
1,639,563 646,993
Other Comprehensive Income
Items that inay not be reclassified to profit and loss
account in subsequent periods
Remeasurement of defined benefit plan 120 17,914
Tax on remeasurement of defined benefit plan 4o (6,269
80 11,645
Comprehensive income transferred to statement of changes in e quity 1,639,643 668,643
Comipenents of comprehensive income not reflected in equity
(Deficit) / surplus on revaluation of available for sale investments - net of tax
Equity shareholders of the Bank (585,490 826,302
Non-controlling interest (51,736 23,518
(637,226) 855,320
Total comprehensive income for the year 1,052,422 1,513,963

The annexed notes 1 to 45 and Annexures I and II form an integral part of these consoliclated financial statements.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Consolidated Cash Flow Statement
FOR THE YEAR ENDED DECEMBER 31, 2017

MNote 2017 2016
——————— Rupees in ‘000 -
CASH FLOW FROM QPERATING ACTIVITIES

Frofitbefore ta<ation 270,992 1,036,936
Lazz: Dividend Income (33,030 (24 245
Less: Share of profit frorm associates (104,550 (216,291)
133,432 796,450
Adjustments for non-cash charges and other items:
Depreciation on pwned assets 27 707, pdd 754 381
Depreciation on non barking assets 27 6,634 6,533
Amaortisation 27 a3, 180 a0,527
Depraciation on operating [jarah assets 1114 1,385,698 1,238,614
Raversal of provision against non-performing
[slamic financing and related assets - net 11.16.2 (477,688 (1,724,387)
Provision { (reversal of provisior) for diminution in the value
of investments and placaments - net 3 &10.5 210,600 (357,547)
Bad debts written off directly - 32008
Other (reversals) { charges - net (124,882 Jatis
Unrealised loss on revaluation of inves trments dassified as held for trading 327 (7,735
Charge for defined benefit plan 27 81,604 73,126
Gainonsae of property and equipment 26 (15,577 (29, 855)
1,857,740 (52,87 1)
1,971,172 745 579
(Increase) [ decrease in operating assets
Dhue from finaneial institutions E04A B7a 12,647,205
[slamic financing and related assets (42 245 B15% (5,603,860
Others asseats (exduding defined benefit assets) 183,508 (9E3,2240
(36,214,667) 3,025,225
Increase [ (decrease) in operating liabilities
Bills payable 715,062 750,001
Diae to finandal institutions 0,504,083 2,868,537
Deposits and other accounts 25,175,230 1,165,208
Other liabilities (exdud ing current taxation and unrealised loss
on forward sale promises) (1,36%9,485) 1,002,262,
34,024,890 5,786,008
(218,605 0554 512
Payrments against defined benefit plan 34 - (64, 035
Income tax paid (168,206) (158,302
Net cash (used in) [ generated from o perating adivities (307,511 U357 552

CASHFLOW FROM INVESTING ACTIVITIES

Wet investments in sacurities B.R3E. 798 (B9R7 574
Dividend received 38,050 24,245
Investments in operating fixed assets (511029 (1,208,368
Proceeds from disposzal of operating fixed assets 17,647 32,807
Net cash generated from [(used in) investing activities 5,075,446 (10, 138, 86
Increase [ (decrease) in cash and cash equivalents 2,687 955 (B06,556)
Cashand cash equivalents at the beginning of the year 32 10,245,600 11,052,156
Cash and cash equivalents at the end of the year 32 12,933,535 10,245,600
e —— S ——

The annexed notes 1 to 45 and Annesaares [ and II form an integral part of these corsalidated financial statements.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Consolidated Statement of Changes in Equity

FOR THE YEAR ENDED DECEMBER 31, 2017

Aftributable to equity shareholders ofthe Fank
Eeserve for Non-
Discowd bad debts controlling Total
Shave capital | | on Issue of S::t;:f & Sub total interest
shares contingenc
e5

Balance as at Januaty 01, 2016 10,079,121 (79,043 27516 250,000 (57,255) 10465, 960 185,855 10,685,815
Profit after taxation for the year - - - - Pl RE G503 245% 46,5998
Other comprehensive incame for the year - - - - 11,645 11,645 - 11,645
Total comprehensive income for the year - - - - A0, 145 656,145 246 BEEL3
Trangsfer from sur plus on revaluation of

fixed assets- net of tax - - - - 10,281 10,381 - 10,281
Tranzfer from surplus on revaluation of
non-banking assets - net of tax - - - - 168 168 - 168
Transfer to statutory reserve - - 90,460 - (90,4600 - - -
Balance as at December 31, 2016 10,079,171 70,042 363,636 250,000 518,942 ].1,132,65? 192,350 11,325,007
Frofit after taxation for the year - - - - L ¥ A Das
Other comprehensive income for the year - - - - 50 50

- - - - 10606 L6760 s 3

Transfer from surplus on revaluation of

fixed assets- net of tax - - - - 10,295 10,3595 - 10,3595
Transfer from sur plus on revaluation of

non-banking assets - net of tax - - - - 270 0 - &
Tranzfer to statutory reserve 312630 (312,630 - -
Balance as at December 31, 2017 10,079,121 (79,042) 676,266 250,000 1,_893;7% 12,820,081 205,242 13,025,323

The annexed notes 1 to 45 and Annesures [ and Il form an integral part of these consolidated financial stataments.

ol WA )

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Notes to and Forming Part of the Consolidated
Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2017

1 STATUS AND NATURE OF BUSINESS
The Group comprises of:
11 BanklIslami Pakistan Limited (Holding Company)

BankIslami Pakistan Limited (the Bank) was incorporated in Pakistan on October 18, 2004 as a
public limited company to carry out the business of an Islamic Commercial Bank in accordance
with the principles of Islamic Shariah.

The State Bank of Pakistan granted a ‘Scheduled Islamic Commercial Bank' license to the Bank
on March 18, 2005. The Bank commenced its operations as a Scheduled Islamic Commercial
Bank with effect from April 07, 2006, on receiving Certificate of Commencement of Business
from the State Bank of Pakistan (SBP) under section 37 of the State Bank of Pakistan Act, 1956.
The Bank is principally engaged in corporate, commercial, consumer, retail banking activities
and investment activities.

The Bank is operating through 330 branches including 112 sub branches as at December 31,
2017 (December 31, 2016: 321 branches including 118 sub branches). The registered office of the
Bank is situated at 11th Floor, Dolmen City, Marine Drive, Block-4, Clifton, Karachi. The shares
of the Bank are quoted on the Pakistan Stock Exchange Limited.

The Pakistan Credit Rating Agency (Private) Limited (PACRA) has maintained the Bank’s
long-term rating as 'A+" and the short-term rating as "'A1".

1.2 Subsidiary Companies
1.21 Banklslami Modaraba Investments Limited - 108 percent holding

The subsidiary company was incorporated in Pakistan on January 22, 1986 as a public limited
company. Later on it was registered as a Modaraba Company with the Registrar of Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980. The principal activity of
the subsidiary company is to float and operate Modaraba. The subsidiary company is
managing its Modaraba with the name of Modaraba-Al-Mali. The principal place of business of
the subsidiary company is situated at 10th Floor, Progressive Square, Shahrah-e-Faisal, Karachi.

The financial statements of the subsidiary company have been consolidated on the basis of
reviewed condensed interim financial information for the half year ended December 31, 2017.

The financial statements of "Modaraba Al-Mali”, a modaraba floated by the subsidiary
company in which it has 13 percent holding, have not been consolidated although the Group
has control over Modaraba Al-Mali by virtue of management rights. The management of the
Group is of the view that consolidated financial statements are required to be prepared only for
subsidiaries as defined in the Companies Ordinance, 1984. "Modaraba Al-Mali" is a modaraba
floated under the Modaraba Companies and Modaraba (floatation and control) Ordinance,
1980 and does not fall under the definition of subsidiary as defined under the Companies
Ordinance, 1984. Hence, the financial statements of "Modaraba Al-Mali” are not required to be
consolidated in the Group’s consolidated financial statements.



1.2.2

1.2.3

1.24

1.3

BIPL Securities Limited - 77.12 percent holding

KASE Securities Limited was incorporated in Pakistan on October 24, 2000 and commenced its
operations effective January 01, 2003, on the transfer of assets and liabilities of the securities
segment of the then Khadim Ali Shah Bukhari and Company Limited under a scheme of
arrangement approved by the High Court of Sindh. The shares of the Company are listed on
the Pakistan Stock Exchange Limited (PSX). The registered office of the company is situated at
5th Floor, Trade Centre, L1 Chundrigar Road, Karachi.

The Company is a TREC holder of the Pakistan Stock Exchange Limited (PSX) and Corporate
member of Pakistan Mercantile Exchange Limited (PMEL) and is principally engaged in the
business of stocks, money market, foreign exchange and commodity broking. Other activities
include investment in listed and unlisted equity and debt securities, economic research and
advisory services.

My Solutions Corporatien Limited - 100 percent holding

My Solutions Corporation Limited (the Company) was incorporated as a private limited
company on November 05, 1995 and was converted into a public limited company on March
24, 2003. The Company is currently dormant. Its registered office is situated at the 9th floor,
Trade Centre, LI Chundrigar Road, Karachi.

Structured Ventures (Private) Limited - 77.12 percent holding - (Sub subsidiary)

Structured Venture (Private) Limited was incorporated in Pakistan on June 25, 2010. The
registered office of the company is situated at 5th floor, Trade Centre, I I Chundrigar Road,
Karachi. The company is a wholly owned subsidiary of BIPL Securities Limited. The ultimate
parent company is BankIslami Pakistan Limited.

Material partiy owned subsidiary
BIPL Securities Limited is the only significant subsidiary of the holding company that has a

non-controlling interest (2017: 22.88%, 2016: 22.88%). The following table summarises key
information relevant to the BIPL Securities Limited.

2017 2016
-rereememem-- Rupees in “000--------ooo—-
Operating fixed assets 43,108 38,231
Investments 664,238 693,049
Advances, deposits, 578,400 787,337
Deferred tax asset - net 35,721 40,201
Taxation - net 92,425 64,017
Cash and bank balances 496,966 644,614
Total Assets 1,915,858 2,267 449
Long-term loan 150,000 150,000
Trade and other pavables 340,873 1,146,579
Total Liabilities 990,873 1,296,579
Net Assets 924,985 970,870

Accumulated non-controlling interests of the 211,637 222,135
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2017 2016
------------- Rupees in "000------------
Profit after tax of the subsidiary company 38,043 19,115
Intragroup eliminations (3,002) (7,936)
34,441 11,179
Profit allocated to non-controlling interest 7,880 2,558

2 BASIS5 OF PRESENTATION

21 The Group provides financing mainly through Murabahah, Ijarah, Istisna, Diminishing
Musharakah, Muswammah and other Islamic modes of financing as briefly explained in note
10.1.1 to these consclidated financial statements.

The purchases and sales arising under these arrangements are not reflected in these
consolidated financial statements as such but are restricted to the amount of facility actually
utilised and the appropriate portion of profit thereon. The income on such financing is
recognised in accordance with the principles of Islamic Shariah. However, income, if any,
received which does not comply with the principles of Islamic Shariah is recognised as charity
pavable as directed by the Shariah Advisor of the holding company.

2.2 Basis of Consolidation

The consclidated financial statements incorporate the financial statements of the Bank and the
financial statements of subsidiary companies from the date that control of the subsidiary by the
Group commences until the date that control ceases. The financial statements of the subsidiary
companies are incorporated on a line-by-line basis (except the profit and loss account of BIPL
Securities Limited which is disclosed as a single line item in Consolidated Profit and Loss
account as per letter No. BPRD(R&P-02)/625-112 /2017 /4911 dated February 27, 2017, see note
2.2.1 and the investment held by the Bank is eliminated against the corresponding share capital
of subsidiaries in these consolidated financial statements.

The financial statements of subsidiaries are prepared for the same reporting period as the
Holding Company, using accounting polices that are generally consistent with those of the
Holding Company, except for non-banking subsidiaries in Pakistan which follow the
requirements of International Accounting Standard (IAS) 39, Financial Instruments Recognition
and Measurement, IAS 40, Investment Property and IFRS - 7, Financial Instruments:
Disclosures, which are required to comply with local regulations enforced within the respective
jurisdictions.

Material intra-group balances and transactions are eliminated.

Associates are those entities in which the Group has significant influence, but not contrel, over
the financial and operating policies. Joint ventures are those entities over whose activities the
Group has joint control established by contractual agreement. Associates and joint ventures are
accounted for using the equity method.

2.21 The SBP vide its letter No. BPRD(R&P-02)/625-112/2017 /4911 dated February 27, 2017, has
allowed the Group to disclose financial results (net) of BIPL Securities Limited as a single line
item in the Consolidated Profit and Loss account as majority of the operations of BIPL
Securities Limited are of conventional nature and line by line consolidation would result in
non-compliance of Shariah requirements.



2.3 Effective May 07, 2015, the defunct KASB Bank Limited (amalgamated entity) was
amalgamated within and into the bank. As the amalgamated entity operated as a conventional
bank, any assets or liabilities which are not Shariah compliant are shown separately within the
finandial statement line items.

3 STATEMENT OF COMPLIANCE

3.1 These consolidated financial statements have been prepared in accordance with the approved
accounting standards as applicable in Pakistan. Approved accounting standards comprise of
such International Financial Reporting Standards (IFRSs) issued by the International
Accounting Standards Board and Islamic Financial Accounting Standards (IFA Ss) issued by the
Institute of Chartered Accountants of Pakistan, as are notified under the Companies
Ordinance, 1984, provisions of and directives issued under the repealed Companies Ordinance,
1984, the Banking Companies Ordinance, 1962, and the directives issued by the SECP and the
SBF. Wherever the requirements of the provisions and directives issued under the repealed
Companies Ordinance, 1984, the Banking Companies Ordinance, 1962, the IFAS notified under
the repealed Companies Ordinances, 1984 and the directives issued by the SECP and the SBP
differ from the requirements of IFRS, the provisions of and the directives issued under the
repealed Companies Ordinance, 1984, the Banking Companies Ordinance, 1962, IFAS notified
under the repealed Companies Ordinance, 1984 and the directives issued by the SECP and the
SBP shall prevail

The Companies Ordinance, 1984 was replaced by enactment of the Companies Act, 2017 on
May 30, 2017. The Circular No. 23/2017, dated October 04, 2017 of the SECP has clarified that
all those companies whose financial year closes on or before December 31, 2017 can prepare
financial statements in accordance with the repealed Companies Ordinance, 1984. Hence, these
unconsolidated financial statements have been prepared in accordance with the provisions of
the repealed Companies Ordinance, 1984.

3.2 The SBP through its BSD Circular No. 10 dated August 26, 2002, has deferred the
implementation of International Accounting Standard (IAS) 39 - "Financial Instruments:
Recognition and Measurement” and IAS 40 - "Investment Property” for Banking Companies in
Pakistan, till further instructions. Accordingly, the requirements of these Standards have not
been considered in the preparation of these consolidated financial statements. Further, the
SECP has deferred the applicability of International Financial Reporting Standard (IFRS) 7
"Financial Instruments: Disclosures” through its §.R.O. 411(I)/ 2008 dated April 28, 2008.
Accordingly, the requirements of this standard have also not been considered in the
preparation of these consolidated financial statements. However, investments have been
classified and valued in accordance with the requirements prescribed by the SBP through
various circulars.

3.3  IFRS 8 "Operating Segments” was effective for the Group's accounting period beginning on or
after January 1, 2009. All Banking Companies in Pakistan are required to prepare their annual
financial statements in line with the format prescribed under BSD Circular No. 4 dated
February 17, 2006, 'Revised Forms of Annual Financial Statements’, effective from the
accounting year ended December 31, 2006. The management of the Group believes that as the
SBF has defined the segment categorisation in the above mentioned circular, the SBP
requirements prevail over the requirements specified in IFRS 8. Accordingly, segment
information disclosed in these consolidated financial statements is based on the requirements
laid down by the SBP.

3.4  The SBP vide its BPRD Circular No. 04 dated February 25, 2015 has clarified that the reporting
requirements of IFAS-3 for Islamic Banking Institutions (IBIs) relating to annual, half yearly
and quarterly financial statements would be notified by SBP through issuance of specific
instructions and uniform disclosure formats in consultation with IBIs. These reporting
requirements have not been ratified to date. Accordingly, the disclosures requirements under
IFAS 3 have not been considered in these consolidated financial statements.
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The SBP vide its letter no. BPRD(R&P-02)/625-112/2017 /4089 dated February 24, 2017 has
allowed the Bank exemption from "Goodwill impairment” under the applicable accounting
standards till December 30, 2018 and thereafter the Bank will be required to start goodwill
impairment testing as per applicable accounting rules.

Standacds, interpretations and amendments to published approved accounting standards
that are effective in the current year:

The accounting policies adopted in the preparation of these financial statements are consistent
with these of the previous financial year except as describe below:

New Standards, Interpretations and Amendments

The Group has adopted the following accounting standard and the amendments and
interpretation of IFRSs which became effective for the current year:

Standard or Interpretation

- TAS 7 Statement of Cash flows-Disclosure Initiative-(Amendment)
- IAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized losses
(Amendments)

The adoption of the above amendments, improvements to accounting standards and
interpretations did not have any effect on these financial statements.

Standacds, interpretations and amendments to published approved accounting standards
that are not yet effective:

The following standards, amendments and interpretations with respect to the approved
accounting standards as applicable in Pakistan would be effective from the dates mentioned
below against the respective standard or interpretation:

Effective date
(accounting
Standard, interpretation or amendment periods
beginning on
or after)

IFRS 2: Share-based Payments — Classification and Measurement of
Share-based Payments Transactions (Amendments) January 1, 2018
IFRS 10 Consolidated Financial Statements and IAS 28 Investment in
Associates and Joint Ventures - Sale or Contribution of Assets between

an Investor and its Associate or Joint Venture (Amendment) Not yet finalized
IERS 9 — Financial Instruments: Classification and Measurement July 1, 2018
IFRS 9 Prepayment Features with Negative Compensation —

(Amendments) January 1, 2019
IFRS 4 Insurance Contracts: Applying IFRS 9 Financial Instruments

with IFRS 4 Insurance Contracts — (Amendments) January 1, 2018
IFRS 15— Revenue from Contracts with Customers July 1, 2018
IFRIC 22 Foreign Currency Transactions and Advance

Consideration January 1, 2018

IFRIC 23 Uncertainty over Income Tax Treatments January 1, 2019




3.7

The above standards and amendments are not expected to have any material impact on the
Group's financial statements in the period of initial application. With regards to IFRS 9, the
Group considers that as the Prudential regulation and other SBP directives currently provide
the accounting framework for the measurement and valuation of investment and provision
against non-performing islamic financing and related assets, the im plementation of IFRS 9 may
require changes in the regulatory regime. Therefore, the Group expects that the SBP would
issue suitable guidance and instructions to the application of IFRS-9 for Banking sector of
Pakistan.

In addition to the above standards and amendments, improvements to various accounting
standards have also been issued by the IASB in December 2016. Such improvements are
gernerally effective for accounting periods beginning on or after 01 January 2018. The Bank
expects that such improvements to the standards will not have any impact on the Bank's
financial statements in the period of initial application.

Further, following new standards have been issued by IASE which are yet to be notified by the
SECP for the purpose of applicability in Pakistan.

Effective
date (annual
Standards periods
beginning on
or after)
IFRS 14 — Regulatory Deferral Accounts January 1, 2016
IFRS 16 — Leases January 1, 2019
IFRS 17 — Insurance Contracts January 1, 2021

Early adoption of standards
The Group has not early adopted any new or amended standard in 2017.

The SBP has also notified a new format of financial statements which would be effective from
the accounting year ending December 31, 2018. The Companies Act, 2017 and the revised
format would result in additional disclosures and certain changes in the financial statements
presentation.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with approved accounting standards as
applicable in Pakistan requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the Group’s accounting
policies. The significant accounting areas where various assumptions and estimates are
significant to the Group's financial statements or where judgment was exercised in the
application of the accounting policies are as follows:

(a) Classification and valuation of investments in accordance with the Group's policy (notes

6.3 and 10).

(b}  Provision for non-pertorming Islamic financing and related assets and Advances (notes
6.4 and 11.16).
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(¢)  Determination of forced sales value of underlying securities of non performing Islamic
financing and related assets (note 11.16.3.2).

(d} Impairment of investments in equity instruments of subsidiary, associates and non
associate entities (notes 6.3.5 and 10).

(e)  Staff retirement benefits (notes 6.7 and 34 & 35).
H Revaluation and depreciation / amortization of operating fixed assets (notes 6.5 and 12).
(g)  Valuation of non-banking assets acquired in satisfaction of claims (note 6.19)

(h)  Assumption and estimation in recognition of provision for taxation {current and prior
years) and deferred taxation (notes 6.6, 13 and 30).

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectation of future events that are believed to be reasonable under
the circumstances. Actual results may differ from these estimates.

BASIS OF MEASUREMENT

Accounting convention

These financial statements have been prepared under the historical cost convention, except that
certain fixed assets, certain investments, foreign currency balances and commitments in respect
of foreign exchange contracts have been marked to market and are carried at fair value.
Further, staff retirement benefits as discussed in notes 6.7 and 33 to the financial statements
have been carried at present values as determined under the International Accounting
Standards (IAS) 19 (revised) 'Employee Benefits’.

Fundtional and Presentation Currency

These financial statements are presented in Pakistani Rupees, which is the Bank’s functional
and presentation currency.

Rounding off

Figures have been rounded off to the nearest thousand rupees unless otherwise stated.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are
set out below. These have been consistently applied to all the years presented, unless otherwise

specified.

Cash and cash equivalents

Cash and cash equivalents comprise of cash and balances with treasury banks and balances
with other banks in current and deposit accounts.
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Due to / from financial and other institutions

Bai Muajjal

In Bai Muajjal, the Group sells sukuk on deferred payment basis to financial institutions. The
credit price is agreed at the time of sale and such proceeds are received at the end of the credit
period. The difference between the deferred payment amount receivable and the carrying
value at the time of sale is accrued and recorded as income over the credit period.

Musharakah / Mudaraba

In Musharaka / Mudaraba, the Group invests in the Shariah compliant business pools of the
financial institutions at the agreed profit and loss sharing ratio.

Musharaka from State Bank of Pakistan under IERS

Under IERS, the Group accepts funds from the SBP under shirkat-ul-aqd to constitute a pool
for investment in export refinance portfelio of the Group under the guidelines issued by the
SBP. The profit of the pool is shared as per the agreed weightages between the partners.

Acceptances from State Bank of Pakistan for financial assistance

The Group has recorded Acceptances from State Bank of Pakistan for financial assistance at its
fair value which is amortised over the period of the financing,.

Investments
Classification

Investments of the Group, other than investments in associates and subsidiaries are classified
as follows:

(a) Held-for-trading

These are investments which are either acquired for generating profits from short-term
fluctuations in market prices or are securities included in a portfolio for which there is
evidence of arecent actual pattern of short-term profit taking,

(b) Held- to-maturity

These are investments with fixed or determinable payments and fixed maturity and the Group
has the positive intent and ability to hold them till maturity.

(¢} Avwailable-for-sale

These are investments, other than those in subsidiaries and associates, which do not fall under
the 'held for trading’ or 'held to maturity’ categories.

Regular way contracts

All purchases and sales of investments that require delivery within the time frame established
by regulation or market convention are recognised at the trade date, which is the date on which
the Group commits to purchase or sell the investments.
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Initial recognition and measurement

Investments other than those categorised as held for trading are initially recognised at fair
value which includes transaction costs associated with the investment. Investments classified
as 'held for trading’ are initially recognised at fair value and transaction costs are expensed in
the profit and loss account.

Premium or discount on debt securities classified as available for sale is amortised using the
effective profit rate method and taken to the profit and loss account.

Subsequent measurement
Subsequent to initial recognition investments are valued as follows:
(a) Held-for-trading

These are measured at subsequent reporting dates at fair value. Gains and losses on
remeasurement are included in the net profit and loss for the year.

(b) Held-to-maturity

These are measured at amortised cost using the effective profit rate method, less any
impairment loss recognized to reflect irrecoverable amount.

(¢} Awvailable for sale

Quoted / Government securities are measured at fair value. Surplus / (deficit) arising on
remeasurement is included in the statement of comprehensive income but is kept in a separate
account shown in the statement of financial position below equity. The surplus / (deficit)
arising on these securities is taken to the profit and loss account when actually realised upon

disposal.

Unquoted equity securities are valued at the lower of cost (which in the case of business
acquisition would be the fair value at the acquisition date) and break-up value. Break up value
of equity securities is calculated with reference to the net assets of the investee company as per
the latest available audited financial statements. Investments in other unquoted securities are
valued at cost less impairment losses, if any.

Impairment
Available for sale and Held to maturity investments

Impairment loss in respect of investments classified as available for sale and held to maturity
(except sukuk certificates) is recognised based on management's assessment of objective
evidence of impairment as a result of one or more events that may have an impact on the
estimated future cash flows of the investments. A significant or prolonged decline in fair value
of an equity investment below its cost is also considered an objective evidence of impairment.
Provision for diminution in the value of sukuk certificates is made as per the Prudential
Regulations issued by the State Bank of Pakistan. In case of impairment of available for sale
securities, the cumulative loss that has been recognised directly in surplus on revaluation of
assets on the Statement of Financial Position below equity is removed therefrom and
recognised in the profit and loss account. For investments classified as held to maturity, the
impairment loss is recognised in the profit and loss account.
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Gains or losses on sale of investments are included in profit and loss for the year.
Islamic financing and related assets

Islamic financing and related assets are financial products originated by the Group and
principally comprise of Murabahah, Istisna, Ijarah, Salam, Muswammah, Diminishing
Musharakah and other Islamic modes of financing and the related assets.

As a general rule, funds disbursed, under financing arrangements for purchase of goods /
assets are recorded as advance. On culmination, financing are recorded at the deferred sale
price net of profit. Goods purchased but remaining unsold at the statement of financial position
date are recorded as inventories.

Islamic financing and related assets are stated net of general provisions and specific provisions
against non-performing Islamic financing and related assets which are charged to the profit
and loss account.

Specific proviston

The Group maintains specific provision for doubtful debts based on the requirements specified
in the Prudential Regulations issued by the SBP.

General provision
Consmmer Financing

The Group maintains general provision against consumer financing at varying percentages
based on the non-performing loan ratio present in the portfolio. These percentages range from
1% to 2.5% for secured and 4% to 7% for unsecured portfolio.

Small Enterprise Financing

The Group maintains general provision in respect of small enterprise financing at the rate of
1% tor secured portfolio and 2% for unsecured portfolio.

The net provision made / reversed during the year is charged to the profit and loss account
and accumulated provision is netted off against Islamic financing and related assets. Islamic
financing and related assets are written off when there are no realistic prospects of recovery.

Ijarah Financing

Jjarah financing executed on or before December 31, 2008 have been accounted for under
finance method, thereafter all jarah financing are accounted for under IFAS-2.

(@) Under finance method, the present value of minimum Jjarah payments have been
recognised and shown under Islamic financing and related assets. The unearned income
i.e. the excess of aggregate [jarah rentals over the cost of the asset and documentation
charges under Jjarah facility is deferred and then amortised over the term of the Ijarah,
so as to produce a constant rate of return on net investiment in the [jarah. Gains / losses
on termination of Ijarah contracts are recognised as income on a receipt basis. Income on
Jjarah is recognised from the date of delivery of the respective assets to the mustajir
(lessee).
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(b)  Under IFAS-2 method, assets underlying Ljarah financing have been carried at cost less
accumulated depreciation and impairment, if any, and are shown under Islamic
financing and related assets. Rentals accrued from ljarah financing net of depreciation
charge are taken to the profit and loss account. Depreciation on Ljarah assets is charged
by applying the straight line method over the Jjarah period which is from the date of
delivery of respective assets to mustajir up to the date of maturity / termination of Ijarah
agreement.

Qperating fixed assets and depreciation
Property and equipment

Fixed assets other than freehold land and building on leasehold land are stated at cost less
accumulated depreciation and accumulated impairment losses, if any. Freehold land and
building on leasehold land are carried at revalued amount less any accumulated depreciation
and subsequent impairment Josses. The revaluation exercise is carried out on periodic basis.

Depreciation is computed using the straight-line method by taking into consideration the
estimated useful life of the related assets at the rates specified in note 12.2 to the financial
statements. Depreciation on additions / deletions during the year is charged for the
proportionate period for which the asset remained in use.

Subsequent costs are included in the assets’ carrying amount or are recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured reliably. Maintenance and
normal repairs are charged to the profit and loss account as and when incurred.

An item of property and equipment is derecognised on disposal or when no future economic
benefits are expected from its use or disposal.

Residual values, useful lives and depreciation methods are reviewed and adjusted, if
appropriate, at each reporting date.

Gains and losses on disposal of property and equipment, if any; are taken to the profit and loss
account.

Capital work in progress

These are stated at cost less accumulated impairment losses, it any.

Intangible assets

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and
accumulated impairment losses, if any. Such intangible assets are amortised using the
straight-line method over the estimated useful lives. The useful lives and amortisation method
are reviewed and adjusted, it appropriate, at each reporting date. Intangible assets having an

indefinite useful life are stated at acquisition cost, less impairment losses, if any.

Amortisation on additions / deletions during the year is charged for the proportionate period
for which the asset remained in use.

Software and other development costs are only capitalised to the extent that future economic
benefits are expected to be derived by the Group.
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Impairment

At each reporting date, the Group reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of impairment loss. Recoverable amount is the greater of net selling price and value in

nse.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. Impairment loss is
recognised as an expense immediately in the financial statements except for impairment loss
on revalued assets, which is adjusted against related revaluation surplus to the extent that the
impairment loss does not exceed the surplus on revaluation of that asset.

Where an impairment loss reverses subsequently, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount to the extent that the increased carrying
amount does not exceed the carrying amount that would have been determined had no
impairment loss been recegnised for the asset in prior years. A reversal of an im pairment loss is
recognized as income immediately except tor impairment loss on revalued assets which is
adjusted against the related revaluation surplus to the extent that the impairment loss does not
exceed the surplus on revaluation of assets.

Taxation
Current

The provision for current taxation is based on taxable income for the year at current rates of
taxation, after taking into consideration available tax credits, rebates and tax losses as allowed
under the seventh schedule to the Income Tax Ordinance, 2001. The charge for current tax also
includes adjustments, where considered necessary relating to prior years, which arises from
assessments / developments made during the year. Currently, the Group provides for
minimum tax in accordance with the requirements of section 113 of the Income Tax Ordinance,
2001.

Deferred

Deferred tax is recognised using the balance sheet liability method on all major temporary
differences between the carrying amounts of assets and liabilities used for financial reporting
purposes and amounts used for taxation purposes. In addition, the Group also records
deferred tax asset on available tax losses. Deferred tax is calculated using the rates that are
expected to apply to the pericd when the differences reverse based on tax rates that have been
enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised.

The carrying amount of the deferred tax asset is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow
all or part of the deferred tax asset to be utilised.

The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of
securities and operating fixed assets which is adjusted against the related deficit / surplus in
accordance with the requirements of the International Accounting Standard 12 - Income Taxes.
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Staff retirement benefits
Defined benefit plan

The Group operates an approved funded gratuity scheme for its permanent employees. The
liability recognised in the statement of financial position in respect of defined benefit gratuity
scheme, is the present value of the defined benefit obligation at the statement of financial
position date less the fair value of plan assets. Contributions te the fund are made on the basis
of actuarial recommendations. The defined benefit obligation is calculated periodically by an
independent actuary using the projected unit credit method. The last valuation was conducted
as on December 31, 2017.

Amounts arising as a result of "Remeasurements”, representing the actuarial gains and losses
and the difference between the actual investment returns and the return implied by the net
interest cost are recognised in the statement of financial position immediately, with a charge or
credit to "Other Comprehensive Income” in the periods in which they occur.

Defined contribution plan

The Group operates a recognised contributory provident fund for all the permanent
employees. Equal monthly contributions are made both by the respective companies and the
employees at certain percentage of the basic salary. The Group has no further payment
obligations once the contributions have been paid. The contributions made by the Group are
recognised as employee benefit expense when they are due.

Revenue recognition

Profit on Murabahah and Commodity Murabahah is recognised over the life of Murabahah on
an accrual basis. Profit on Murabahah transactions for the period from the date of
disbursement to the date of culmination of Murabahah is recognised immediately on the

culmination date.

Profit from Istisna, Salam and Muswammah (KF) are recorded on an accrual basis commencing
from the time of sale of goods till the realisation of proceeds by the Group. Profit from
Diminishing Musharakah are recognised on a time proportionate basis.

The Group follows the finance method in recognising income on Ijarah contracts written up to
December 31, 2008. Under this method the unearned income i.e. excess of aggregate Ijarah
rentals over the cost of the asset and documentation charges under Ijarah facility is deferred
and then amortised over the term of the Jjarah, so as to produce a constant rate of return on net
investment in the jarah. Gains / losses on termination of ljarah contracts are recognised as
income on a receipt basis. Income on Jjarah is recognised from the date of delivery of the
respective assets to the mustajir (lessee).

Rental from Ijarah contracts entered on or after January 01, 2009 is recognized in the profit and
loss account over the term of the contract net of depreciation expense relating to the lLjarah
assets.

Provisional profit of Musharakah / Mudarabah financing is recognised on an accrual basis.
Actual profit / loss on Musharakah and Mudarabah financing is adjusted after declaration of
profit by Musharakah partner / mudarib or on liquidation of Musharakah / Mudarabah.
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6.8.5 Profit on Wakalah-tul-Istismar financings is booked on an accrual basis.

6.8.6 Profit on Running Musharakah financings is booked on an accrual basis and is adjusted upon
dedlaration of profit by Musharakah partners.

6.8.7 Profit on dassified financing is recognised on a receipt basis.
0.8.8 Dividend income is recognised when the right to receive the dividend is established.
6.8.9 Gains and losses on sale of investments are recognised in the profit and loss account.

6.8.10 Fee on issuance of letter of credit and acceptance is recognised on receipt basis as generally the
transactions consummate within an accounting period. Commission on guarantees, if
considered material, is recognised over the period of guarantee. Fee, commission and
brokerage income are recognized on receipt basis.

6.8.11 Profit on Sukuks is recognised on an accrual basis. Where Sukuks (excluding held for trading
securities) are purchased at a premium or discount, the premiums / discounts are amortised

through the profit and loss account over the remaining life of Sukuk, using the effective yield
method.

6.8.12 Income earned from revenues that are not Shariah complaint are not recognised in the profit
and loss account. This income is classified as charity payable in accordance with the
recommendation of the Shariah Board of the Bank.

6.9 Revenue from Conventional products

On May 07, 2015, the Holding Company acquired operation of the defunct KASE Bank Limited
(the amalgamated entity) which was operating as a conventional Bank in Pakistan. Keeping in
view the shariah compliance, the Shariah Board of the Holding Company has approved that
any income accruing on conventional products is not to be transferred to profit and loss
statement and is classified as liability under the head "Receipt Appropriation Account” in other
liabilities. Further, expenses incurred in respect of legal & professional charges or other
expenses as approved by the Shariah Board that pertain to the aforesaid acquisition are to be
set off against such income.

6.10 Financial Insbruments
6.10.1 Financial assets and financial liabilities

All financial assets and financial liabilities are recognised at the time when the Group becomes
a party to the contractual provisions of the instrument. Financial assets are derecognised when
the Group loses control of the contractual rights that comprise the financial assets. Financial
liabilities are derecognised when they are extinguished, i.e. when the obligation specified in the
contract is discharged, cancelled or expired. Any loss on derecognition of the financial assets
and financial liabilities is taken to income directly. Financial assets carried on the statement of
financial position include cash and balances with treasury banks, balances with other banks,
due from financial institutions, investments, Islamic financing and related assets and certain
receivables and financial liabilities include bills payable, due to financial institutions, deposits
and other payables. The particular recognition methods adopted for significant financial assets
and financial liabilities are disclosed in the individual policy statements associated with them.
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6.10.2 Offsetting of financial instruments

Financial assets and financial liabilities are off-set and the net amount is reported in the
financial statements only when there is a legally enforceable right to set-off the recognised
amount and the Group intends either to settle on a net basis or to realise the assets and to settle
the liabilities simultaneously. Income and expense items of such assets and liabilities are also
reported on a net basis in the financial statements, only when permitted by the approved
accounting standards as applicable in Pakistan.

6.10.3 Derivatives

Derivative financial instruments are recognised at fair value. In case of equity futures, the fair
value is calculated with reference to quoted market price. Derivatives with positive market
values (ie. unrealised gains) are included in other receivables and derivatives with negative
market values (i.e. unrealised losses) are included in other liabilities in the statement of
financial position. The resultant gains and losses are taken to the profit and loss account.

6.11 Foreign currencies
Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary
economic environment in which the Group operates. The financial statements are presented in
Pakistani Rupee, which is the Group’s functional and presentation currency.
Foreign currency transactions
Foreign currency transactions are translated into local currency at the exchange rates prevailing
on the date of transaction. Monetary assets and liabilities in foreign currencies are translated
into rupees at the exchange rates prevailing at the statement of financial position date. Forward
exchange promises are revalued using forward exchange rates applicable to their respective
remaining maturities.
Transfation gains and losses
Translation gains and losses are included in the profit and loss account.
Commitments
Commitments for outstanding forward foreign exchange contracts are disclosed at contracted
rates. Contingent liabilities / commitments for letters of credit and letters of guarantee
denominated in foreign currencies are expressed in rupee terms at the exchange rates
prevailing on the reporting date.

612 Acceptances
Acceptances comprise promises by the Group to pay bills of exchange drawn on customers.
The Group expects most acceptances to be simultanecusly settled with the reimbursement
from the customers. Acceptances are accounted for as off balance sheet transactions and are
disclosed as contingent liabilities.

0.13 Fiduciary assets

Assets held in a fidudiary capacity are not treated as assets of the Group in the financial
statements.



6.14 Deposits

Deposits are generated on the basis of two modes i.e. Qard and Mudaraba.

Deposits taken on Qard basis are classified as 'Current non-remunerative accounts’ and
Deposits generated on Mudaraba basis are classified as 'Current remunerative accounts’,
‘Savings deposits’ and 'Fixed deposits’. No profit or loss is passed on to current
non-remunerative account depositors, however the funds of current accounts are treated as
equity for the purpose of profit calculation and any profit earned / loss incurred on those
funds are allocated to the equity of the Holding Company. No profit or loss is passed on to
current account depositors. While the product features of each product differ, there is usually
no restriction on withdrawals or number of transactions in current and saving accounts. In case
of fixed deposits, pre-mature withdrawals can be made as per approved terms only.

Profits realised in investment pools are distributed in pre-agreed profit sharing ratio.
Rab-ul-Maal share is distributed among depositors according to weightages assigned at the
inception of profit calculation period.

Profits are distributed from the pool such that the depositors (remunerative) only bear the risk
of assets in the pool during the profit calculation period. In case of loss in a pool during the
profit calculation period, the loss is distributed among the depositors (remunerative) according
to their ratio of Investments.

Asset pools are created at the Holding Company’s discretion and the Holding Company can
add, amend, transfer an asset to any other pool in the interests of the deposit holders.

0.15> Pool Management

The Holding Company operates general and specific pools for deposits and inter-bank funds
accepted / acquired under Mudaraba, Musharakah and Wakalah modes.

Under the general deposits pools, the Holding Company accepts funds on Mudaraba basis
from depositors (Rab-ul-Maal} where the Holding Company acts as Manager (Mudarib) and
invests the funds in the Shariah Compliant modes of financings, investments and placements.
When utilising investing funds, the Holding Company prioritizes the funds received from
depositors over the funds generated from own sources after meeting the regulatory
requirement relating to such deposits.

Spedific pools are operated for funds acquired / accepted from the State Bank of Pakistan and
other banks for Islamic Export Refinance to Holding Company's customers and liquidity
management respectively under the Musharakah / Mudaraba modes. The profit of each
deposit pool is calculated on all the remunerative assets booked by utilising the funds from the
pool after deduction of expenses directly incurred in earning the income of such peol
alongwith related fee income, if any. The directly related costs comprise of depreciation on
ijarah assets, takaful premium, documentation charges etc. No expense of general or
administrative nature of expense is charged to the pools. No provisions against any
non-performing asset of the pool is passed on to the pool except on the actual loss / write-off
of such non-performing asset. The profit of the pool is shared between equity and other
members of the pool on the basis of Musharakah at gross level (before charging of mudarib fee)
as per the investment ratio of the equity. The profit of the pool is shared among the members of
the pool on pre-defined mechanism based on the weightages announced before the profit

calculation period after charging of mudarib share.
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The risk characteristic of each pool mainly depends on the assets and liability profile of each
poel. As per Holding Company's policy, relatively low risk / secured financing transactions
and assets are allocated to general depositors pool of PKR, USD, GBP and Euro. The Helding
Company maintains General Pools, FI Pools, IERS pool and Equity pool. The general pools are
exposed to general credit risk, asset ownership risk and profit rate risk of the underlying assets
involved.

General Pool

For General Pools, the Holding Company allocates PKR financing to Corporate, SME and
Consumer Finance customers in diversified sectors and avenues of the economy / business as
mentioned in the note 40.1.1.1. Investments in Sovereign Guarantee Sukuk, Bai Muajjal with
State Bank of Pakistan, Bai Muajjal with Government of Pakistan are also done through
General Pools. All remunerative deposits are tagged to these general pools and their funds
generated from the depositors are invested on priority basis. Due to limited investment options
in USD, GBP and EURO pool, funds from FCY pools are invested in available International
Sukuk, Shariah Complaint Nostro accounts and remaining funds are taken out and invested in
PKR general pool as part of equity In such cases return from PKR General pool is given back to
FCY pools, so that returns can be passed on to FCY pool customers accordingly.

Special Mudarabah Pool

Special Mudarabah Pools are created to attract and retain clients expecting specific returns. The
funds received against these deposits are invested in various Shariah compliant assets.

Islamic export refinance scheme Pool

The TERS pool assets comprise of Sovereign Guarantee Sukuks, and financings to / sukuks of
blue chip companies and exporters as allowed under the applicable laws and regulations, and
as such are exposed to lower credit risk. The Musharakah with SBP under IERS is tagged to the
IERS pool.

Financial Institution (FI) Pool

The FI pool assets generally comprise of Sovereign Guarantee Sukuks only and the related
liability of the FI pool comprise of Musharakah / Mudarabah / Wakalah Acceptance from
other banks and financial institutions. These pools are created to meet the liquidity
requirements of the Holding Company.

0.16 Provisions and contingent assets and liabilities

Provisions are recognized when the Group has a present legal or constructive obligation arising
as a result of past events and it is probable that an cutflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate of the amount of the
obligation can be made. Provisions are reviewed at each reporting date and are adjusted to
reflect the current best estimates.

Contingent assets are not recognised, and are also not disclosed unless an inflow of economic
benefits is probable. Contingent liabilities are disclosed unless the probability of an outflow of
resources embodying economic benefit is remote.

Provisions for guarantee claims and other off balance sheet obligations are recognised when
intimated and reasonable certainty exists for the Group to settle the obligation. Charge to the
profit and loss account is stated net of expected recoveries.
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6.17 Business Combination

Business combinations are accounted for by applying the acquisition method. The cost of
acquisition is measured as the fair value of assets given, equity instruments issued and the
liabilities incurred or assumed at the date of acquisition. The consideration transferred includes
the fair value of any asset or liability resulting from a contingent consideration arrangement, if
any. Acquisition related costs are expensed as incurred. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at
their fair values at the acquisition date. The excess of the consideration transferred over the fair
value of the Group's share of identifiable net assets acquired is recorded as goodwill. If this is
less than the fair value of the net assets acquired in the case of a bargain purchase, the
difference is recognised directly in the profit and loss account.

Goodwill acquired in a business combination is measured, subsequent to initial recognition, at
its cost less accumulated impairment losses, if any. However, the SBP vide its letter no.
BPRD(R&P-02)/625-112 / 2017/ 4089 dated February 24, 2017 has allowed the Group exemption
from "Goodwill impairment” under the applicable accounting standards till December 30, 2018
and thereafter the Group will be required to start goodwill impairment testing as per
applicable accounting rules.

Acquisition of non-controlling interests (NCI) is measured at the proportionate share of the
NCI in the fair value of the net assets acquired by the Group. The excess of fair value of
consideration transferred over the proportionate share of the NCI in the fair value of the net
assels acquired is recognised in equity.

6.18 Segment reporting
A segment is a distinguishable component of the Group that is engaged in providing products
or services (business segment) or in providing products or services within a particular
economic environment (geographical segment), which is subject to risks and rewards that are
different from those of other segments. The Group's primary format of reporting is based on
business segments.

6.18.1 Business segments

Trading and sales

It includes equity, foreign exchanges, commodities, credit, funding, own position securities,
placements and Islamic financing and related assets.

Retail banking

It includes retail Islamic financing and related assets, deposits and banking services offered to
its retail customers and small and medium enterprises.

Commercial banking

It includes project finance, export finance, trade finance, Ijarah, guarantees and bills of
exchange relating to its corporate customers.
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Support Centre

It includes the assets and liabilities relating to support functions at Head Office and their
related income and expenses.

6.18.2 Geographical segment
The Holding Company and its subsidiaries operate in Pakistan only.
0.19 Non-banking assets acquired in satisfaction of claims

Assets acquired in satisfaction of claims are initially recorded at cost and revalued at each
year-end date of the statement of financial position. An increase in market value over the
acquisition cost is recorded as a surplus on revaluation. A decline in the market value is
initially used to reduce the surplus account, if any, or if no surplus exists, is charged to the
profit and loss account as an impairment. A subsequent increase in the market value of an
impaired asset is reversed through the profit and loss account up to the extent of the original
impairment. All direct costs of acquiring title to the asset are charged immediately to the profit
and loss account.

Depreciation on assets acquired in satisfaction of claims is charged to the profit and loss
account in line with depreciation charged on operating fixed assets.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets
are disclosed separately from gains and losses realised on the sale of operating fixed assets in
the notes to these financial statements. If such asset is subsequently used by the Group for its
own operations, the asset, along with any related surplus, is transferred to operating fixed
assets.

6.20 Earnings per share

The Group presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is
calculated by dividing the profit attributable to ordinary shareholders of the Holding
Company by the weighted average number of ordinary shares outstanding during the year
Diluted EPS is determined by adjusting the profit attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive petential
ordinary shares, if any.

6.21 Dividend distribution and transfer between reserves

Dividends declared and transfers between reserves made subsequent to the balance sheet date
are considered as non-adjusting events and are recognised in the consolidated financial
statements in the year in which such dividends are declared / transfers are made.




7.1

7.2

7.3

8.1

CASHAND BALANCES WITHTREASURY

BANKS

In hand
-local currency
- foreign currency

With the State Bank of Pakistan in

- local currency current account

- foreign currency deposit accounts
Cash Reserve Account

Special Cash Reserve Account

US Dollar Clearing A ccount

With National Bank of Pakistan in
-local currency current account

Note

7.1

7.2
7.3

2017 2016
------ Rupees in ‘000 -------

3,648,276 3,154,686
525,763 410,919
4,174,039 3,565,605
5,516,757 3,646,460
188,575 241,958
227,477 78,950
12,120 11,421
428,172 332,329
1,665,212 1,377,039
11,784,180 8,921,433

This represents Rs. 5,516.857 million (2016: 3,646.460 million) held against Cash Reserve

Requirement and Statutory Liquidity Requirement.

As per BSD Circular No. 15 dated June 21, 2005, cash reserve of 5% is required to be maintained
with the State Bank of Pakistan on deposits held under the New Foreign Currency Accounts

Scheme (FE-25 deposits).

Special cash reserve of 6% is required to be maintained with SBF on FE-25 deposits as specified
in BSD Circular No. 15 dated June 21, 2008. Balance held under this account is

non-remunerative.

BATANCES WITH OTHER BANKS

In Pakistan
- on current accounts
- on deposit accounts

Outside Pakistan
- on current accounts

Note

8.1

2017 2016
------- Rupees in ‘000 -------
4,499 42,016
345,553 144,503
350,052 186,519
799,303 1,137,643
1,149,355 1,324,167

These represent deposits with various Islamic commercial banks under Musharakah and
Mudarabah arrangements. The expected profit rate on these arrangements is 2.8% (2016: 3.5%)

Per annum.
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Note 2017 2016
9 DUE FROM FINANCIAL INSTITUTIONS e Rupees in ‘000 --—----
Walkalah Placement 91 1,716,767 993,686
Commodity Murabahah - local currency 9.2 19,655,020 26,224,979
21,371,787 27,218,665
Other placements 32,400 32,400
21,404,187 27,251,065

Provision against placements - transferred
from the amalgamated entity (32,400) (32,400)
21,371,787 27,218,665

9.1 This represents foreign currency placements and the profit rates on the agreements range
between 0.15% to 2.85% (2016: 0.95% to 1.20%) per annum. The agreements have maturities
ranging from 92 days to 365 days (2016:18 days to 184 days).

9.2 The Group has entered into Commodity Murabahah agreements under which the Group
purchases an underlying commodity from open market through an agent and sells it to a
financial institution on credit with profit. The profit rates on the agreements range between
5.80% to 6.50% (2016: 5.80% to 6.40%) per annum and the agreements have maturities ranging
from 4 days to 90 days (2016: 3 days to 160 days).

Note 2017 2016
9.3 Patticulars of amounts due from financiak e Rupees in ‘000 --—---
institutions with respect to currencies:
- Inlocal currency 19,687,420 26,257,379
- In foreign currency 1,716,767 993,686

21,404,187 27,251,065

10 INVESTMENTS

Investments - Islamic 10.1 40,090,963 44,106,461
Investments - Conventional
(relating to amalgamated entity) 10.2 2,272,790 2,536,713

42,363,753 46,643,174




10.1 Islamic [nvestments by types

2017 2016
Note Held by Given as Total Hdd by Givenas Total
the Bank collateral the Bank collateral
Rupees in ‘000
Availablefor sale securities
Sulaik: / Certificates 106 | 29397126 | 10,000,000 [ 39,397,106 37,285,860 5,000,000 40 265, B0
Urits of Cpen-end mutual funds 106 5021 - 5,021 2 - 21
Ordinary Shares of listed com panies 10.6 242,645 - 242,645 22645 - 242,645
Modaraba cerfificates 106 16,208 - 16,208 16,208 - 16,208
29,661,000 10,000,000 35,661,000 37,544,734 5,000,000 43544 734
Hd dfor trading securities
Ordinary Shares of listed com panies 10.8 32156 32,156 447,908 - 447,908
Total islamic investments at cost 29,853,156 10,000,000 35,693,156 37,950, 642 5,000,000 42992 642
Less: Provision for diminubionin
valie of investnents 105 (20,855 - (20,855) (17,804 - (17,204)
Total islamicinvestments - net of Provisions 29072271 10,000,000 35,672,271 37,078, 558 5,000,000 40,574, B
(Deficit) / surplus on revaluation of
held for trading securities 10.8 (2,007) - (2,007) 30,668 - 30,668
Surpluz on revaluation of
available-for-sale secitities 213 420,659 - 420,659 1,100,765 - 1,100,565
Total islamic investments at market value 30090963 10,000,000 40,090,963 39,106,461 5,000,000 44, 105,461
10.2 Convertional Investments by types (relating to amalgamated entity)*
2017 2016
Note Held by Given as Total Hdd by Givenas Total
the Bank collateral the Bank collateral
Eupees in ‘000
Awvailable for sale securities
COrdinary Shares of listed com panies 106 S, 0d - S, (0 1005457 - 100,
Crdinary Shares of unlisted companies 106 1,571,550 - 1571550 1,571,550 - 1,571,950
Listed Tenn Fnance Cerfificates 106 104, B - 104, 807 105, 052 - 106,092
Urlizted Tenn France Certificates 10.6 177,52 - 177,522 177,82 - 177,822
2838625 - 2838623 2663 350 - 2,803,356
Hel d to matwriry secwrities
Unlisted Tenm Finance Certificates 10.7 32L601 - 32,601 32L601 - 321,801
Hd d for trading securides
Listed shares 10.8 151254 - 151254 05,458 - 5,435
Unlisted Tenn Fnanece Cerfificates 10.8 45,368 - 45,365 45, 363 - 45,369
. 10.9 &
Assocdates 1010 2,147,398 - 2,147,398 2042, 368 - 2,042 568
Total conventional investments at cost Fhid, 245 - Fhid 245 5,335 630 - 5,3373,6{32
Less: Provision for diminution in 105.1  (3,152,320) - (3,152,320) (2,944, 801) - (2,544, B01)
the value of imvestments
Total convenfional invesoments - net of Provisions 23R1,95 - 23-5 1525 2303851 - ERCECR-CHN
Surplus on revaluation of held for
trading securties 10.3 b - 773 7061 - 706l
(Deficit) / surplus on revaluation of
available-for-sale securities 213 (73,508) - (79,208) 135,821 - 136,821
Total conventional investments at yo ar ket value et A - it g d S 200 L5 - 500,015

* Asmentionedin note 23, these aszets are related o amalgamated entity. These investments are under process of corversion |/ liquidation / disposal.
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Note 2017 2016
------ Rupeesin ‘000 ——-

10.3 Islamic Investments by segments

Federal Government Securities
GOP [jarah Sukuks 10.6 338540,536 37,756,627

Sukuk certificates

Sukuks - unlisted 10.6 5,556,550 4,529,233

Fully paid up ordinary shares { Units

Modaraba Certificates 10.6 16,208 16,208
Units of Open-end Mutual Funds 10.6 5,021 21
Ordinary shares of listed companies 10.6 & 10.8 274,801 640,853
Total islamic investments at cost 39,693,156 42,992,642
Less: Provision for diminution in value of investments 10.5.1 (20,885) (17,804)
Total islamic investments - net of provisions 39672,271 42,974,838
(Deficit) / surplus on revaluation of held for trading securities (2,007) 30,668
Surplus on revaluation of available-for-sale securities 21.3 420,659 1,100,955
Total islamic investments at market value 40,090,963 44,108,461

10.4 Conventional Investments by segments
Fully paid up ordinary shares
Listed companies 10.6&10.8 1,135,258 1,073,890
Unlisted companies 10.6 1,571,590 1,571,990

Term Finance Certificates

Listed 10.6 104,807 105,092
Unlisted 10.6,10.7 &10.8 544 792 544,792
Associates

Unlisted

K.ASB Capital Limited 10.10 41 867 41,867
KASE Funds Limited 10.10 432,302 432,302
New Horizon Exploration & Production Limited 10.10 590,206 590,206
Shakarganj Food Products Limited 10.10 1,083,023 978,493

Total conventional investments at cost 5,504,245 5,338,632
Less: Provision for diminution in value of investments 10.5.1 (3,152,320 (2,944,801)
Conventional investments - net of provisions 2,051,925 2,353,831

Surplus on revaluation of held for trading securities 773 7,061

(Deficit) / surplus on revaluation of available-for-zale securities 21.3 (79,908 135,821

Total conventional investments at market value 2,272,790 2,536,713
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2017 2016
—————— Rupeesin ‘000 --—--
105 Particular of provision for diminution in the value of investments

Opening balance 2,962,605 3,199,435

Charge / (reversal)

Charge for the year 210,885 -

Reversal during the year 285l 332,198)
210,600 (332,198}

Transfer from other liability - 95,368

Closing balance 3,173,206 2962605

I

10.5.1 Break up of provision for diminution in the value of investments is as follows:

Investments - Islamic 20,885 17804
Investments - Conwentional (relating to amalgamated entity) 3,182,320 2944801
3,173,205 2,962,605

10.52 Particulars of provision in respect of type and segment

Available for sale investments

Listed Term Finance Certificates 104,807 105,092
Unlisted Term Finance Cartificates 177,822 177 822
Ordinary shares of listed companies 754,120 558 644
Ordinary shares of KASE Modaraba 72871 60,543
Ordinary shares of unlisted companies 611,355 611,355
Modaraba Al Mali 13,866 13,866
Sukuk certificates 7,019 3,938

1,741,860 1,531,260

Held to maturity securities

Unlisted Term Finance Certificates 321,601 321,601
Held for trading securities

Unlisted Term Finance Certificates 45,3609 45,369
Associates

New Horizon Exploration & Production Limited 530,206 590,206
KASE Funds Limited 432,302 432,302
K.ASB Capital Limited 41,867 41,867

1,064,375 1,064,375

TI73,005 L000.005
—F




Annual Bepart 201 7

e

ssesasenew

| S e )

10.6  Available for sale securities

Mamte of the investee company Note 2017 puts 2017 Wib Face 2017 2016 2y il
MNumnber of Cerfificates/  Long / Med ium Vahe Cost Canying Vahe
Sulagk Certificates Shares | Units Term Rating Rupees in 000
Federal Government
Tprah GOP Sukuk- 15 1041 - 14,244 - - s 100,000 - 1425511 - 1,425,355
Tprah GOP Sukuk- Fixed Rental Rate 02* 1042 - 3,000 - - Rz 100,000 - 304,080 - 304,000
Tprah GOP Sukuk - Fixed Rental Rate 017 1063 335000 358,500 - - Rz 100,000 | 35,840,536 || 36,006,626 34,256,300 37,125,909
oW, 506 DT TO66L  GRI06a00  auand
Others
WAFDA Zecond Sukuk Certifirates™ 106.4 - 134,000 - - Rg 5000 - 111, 66 - 110255
WAFDA Third Sukuk Certifirates™ 1065 32,600 2,600 - - Rs 5000 101,035 126,065 100,452 125,636
Arrtex Sukuk 1046 59,000 Bo Unmted Unraled Rz 5000 221,250 221,250 221,250 221,250
Ser urity Leasing Sukuk 1067 2000 2000 Unmted Ungated R 5000 3080 3080 - 3,080
e Allied Electronis (LG - Sukuk 1048 11,000 1000 Unmted Unrated  Rs 5000 55,000 55,000 5,000 5,000
Sui Southern Gas Chrrpany Sukuk 1059 - 120,000 - Unrated s 5000 - 150,000 - 150,000
Eden Housing Sukuk 10410 5,000 Moo Tlnmted Unraled Rz 5000 36,735 36,738 32,800 32,800
MNeelurn] ehlurn Hydro Pover 1 10411 26,500 16,500 AMA AAA S Ts100000 | 2672454 1E50000 2,672, 454 1,850,000
Neelurn] ehlupn Hydr Fover 2 10411 19,250 18,25 AAA AAA S T 100000 | 1925000 1925000 1,925,000 1,525,000
Dubailshrre Bank Pakistin Lirndted
TietTl Sukuk 10412 322 - At - Ts 2,000,000 322,000 - 322,000
AlPambaBank Pakitar) Limited Sukuk 106,13 220 - A - Ds 000,000 220,000 - 220,000 .
K-Electric Azrn Sukuk 2 106,14 - 50,000 - A Rz {000 - 250,451 - 252,172
LR E0 ek TR R < I
Modaraba
bodamba-AMali 2342177 232177 Unmted Untaled TRs10 16,208 15,208 5,665 11,361
Unils of Open-end muhal fimds
beezan CashFund 185 176 AAE AR 2822 5 5 9 9
bleezan sl Fupd 38 o Unmted Unmied  1441%* 5 5 25 29
beezan Isk e Incorre Fund 185 177 A0 A 2825 5 5 10 9
Ileezan Bahoe ed Fund 1,375 128 Unmted Unmted 47 6 f a 3
AbArreen Sharih Stock Fund 29,925 - AAE - 132,53 F000 - 3,96 -
A021 21 4,061 70
Oxdinary shares - Listed
Dolrmen City REIT 22,056,602 22058802 jricyl jricy] Rs10 284 pdh 2, pah 244 6 LB
KA® Modatba Limited *** 10,446,767 10446767  Unmted Unmiad  Rs10 91675 91,675 15,504 31,132
Agritenh Lirnitecd **** 25,0ERED 25 02REF9 o] D Rz10 574011 el 121,51 317,567
K-Electrin *** 2,975 2,925 Al Al Rz 10 20 20 0 20
Pakistan Stock Exehange Lirrited 10615 1A02953 4007383 Unmted Unmiled Rslo 16,295 40,746 TGS 135,137
1,234,649 1,251,087 434,128 726,433
Ordinary shaves - Unlisted ****
Evobrence Capital Lirited - Ireotpom ted
inBritish Virgin blands 5400000 5400000  Unmted Unpmted TISDOOBS] 1,155,350 1,155,350 B7T 67D BITL6Th
Faketan Expart Fina nee Guatantee
Agerey Limited MEM4 eG0dd  Unmted Unmted — Rsl0 RBE0 5,650
KA Invest (Priva te) Lirnited*** 965000 3985000 Unmted Unmted  Rsl0 28000 28,000 - -
AlJorra th Power Lirited 10416 3,370 3370 Unmted Unmted  Rel0 3525960 3[2,5%0 265,568 471,390
1,571,990 1,571,590 Gde, 259 998,065
Tam Finance Certificates - Lisled ****
Telecasd Lirrdted 10617 3,000 3000 Unmted Unmted [z 5000 4l 3461
Trustlnwes trrent Ba ik L irnited 10415 9,000 9000  Unmtel Unmted Rs 5000 22491 22491
Work Call TeleeormLirniterd 10619 39348 39345  Unmted Unmted Rz 5000 7a140 79,140
104,507 105,062
Tarm Finance Ceatificates - Unlisted ****
Agriterh Lirmited 10620 30,000 30,000  Unmted Unmisd Rz 5000 149861 40,81
Azgaw Mine Lirrited (3nd [szue) 10421 5600 2600 Unmted TUnmted [Rs 5000 27961 27,961
1776822 1778

42,490,673 45,405,080 41,095 557 45,113,616

Entity's rating was used where sukuks and shares rating were not available.

Their ratings ate not mentioned, being Government guaranteed securifies.

These rprsents average price of unitsheld.

These rprsent imestments anquired fram amalgamated entity.

4 The Chief Executive of KASE Invest (Private) Limited is Mr. Aftab Afroge Mahmoodi.
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10.6.1

10.6.2

10.6.3

10.6.4

10.6.5

10.6.6

10.6.7

The profit rate on these Sukuks comprises of six months weighted average vield of six month
market treasury bills minus 200 basis points. The principal has been redeemed on maturity in
June 2017. These were backed by Government of Pakistan’s Sovereign Guarantee.

The profit rate on these Sukuks comprised of Fixed Rental Rate (FRR) basis i.e. 5.59%. The
principal has been redeemed. These were backed by Government of Pakistan’s Sovereign
Guarantee.

The profit rate on these Sukuks comprised of Fixed Rental Rate (FRR) basis i.e. 6.10%. The
principal is redeemable on matuarity in February 2019. These are backed by Government of
Pakistan’s Sovereign Guarantee.

The sukuks have been matured in July 2017. The profit rate on these sukuks was six months
KIBOR minus 25 basis points receivable on semi-annual basis. The issue amount and rentals
were backed by Government of Pakistan’s Sovereign Guarantee.

These carry profit at the rate of six months KIBOR plus 100 basis points (2016: six months
KIBOR plus 100 basis points) receivable on semi-annual basis with maturity in October 2021.
The principal is repayable in 14 equal semi-annual installments with first installment falling
due in the 18th month from the first drawdown date. The issue amount and rentals are backed
by Government of Pakistan’s Sovereign Guarantee.

The Sukuks have been matured in October 2012. As per the terms, principal was due to be
redeemed in 12 consecutive quarterly installments with the first such installment falling cdue
not later than the end of 27 months from the last draw down. These Sukuks are backed by
guarantee of Rs. 740 million from the Bank of Punjab (BoP). During 2010, Amtex defaulted in
its principal repayment. Consequently, the Holding Company suspended the accrual of profit
on the Sukuk. In 2011, the Holding Company called the guarantee given by the BoP which was
stayed by Lahore High Court in a case filed by Amtex. In 2014, the Court has ordered BoP to
deposit the amount of guarantee with the Court till the disposal of the case. The Holding
Company has also filed recovery case against Amtex and BoP, however, in view of BoP
guarantee no provision has been made against the sukuk.

Since last restructuring, these Sukuks carry profit at the rate of 0%, (2016: 0%). The accrued
profit amount will be repaid in six equal monthly installments starting from 43rd month.
Principal to be repaid in 48 months starting from April 2010. As per the restructured plan,
principal will be repaid in 36 monthly installments and the accrued portion of profit up to
March 2011 has been waived.

However, the issuer was unable to com ply with the above restructuring plan and has executed
a revised restructuring plan which has been approved by the minority sukuk holders.
Currenfly, the customer is not making any payment as per the restructuring plan approved by
the minority sukuk holders. The Holding Company has made provision amounting to Rs. 3.081
million (2016: Nil) against this investment.
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10.6.8 These carry profit at the rate of three months KIBOR plus 220 basis points (2016: three months
KIBOR plus 220 basis points) receivable semi-annually with the maturity in December 2012.
The principal was to be repaid in 6 consecutive semi-annual installments, the first such
installment falling not later than the end of 30th month from the date of issue. As a security first
pari passu charge over all present and future fixed assets amounting to Rs. 300 million of the
company, first pari passu charge over all present and future current assets amounting to Rs. 800
million of the company, irrevocable guarantee of a Financial Institution and Personal
Guarantee of sponscring directors has been provided. The customer has defaulted in its
payments towards the Holding Company. An amount of Rs. 55 million has been deposited with
the Holding Company over which lien in favour of the Holding Company has been marked.
Hence, no provision has been recognised by the Holding Company.

10.6.9 The sukuks have been matured in May 2017. The profit rate on these sukuks was three months
KIBOR plus 75 basis points receivable on quarterly basis. The purchase price and rentals were
backed by Government of Pakistan’s Sovereign Guarantee. As a security first pari passu charge
over fixed assets of the company and equitable mortgage on selected land and building with
25% margin had been provided.

10.6.10 These Sukuks carry profit at the rate of three months KIBOR plus 300 basis points for the period
between June 30, 2013 and June 29, 2014 (2016: three months KIBOR plus 300 basis points for
the period between June 30, 2013 and June 29, 2014) receivable quarterly based on Diminishing
Musharakah mechanism with maturity in June 2014. The customer had defaulted in its
payment towards the Holding Company. As a security, charge over hypothecated assets
amounting to Rs. 2,433 million (inclusive of approximately 33.5% margin) and a charge overthe
mortgaged property of the company amounting to Rs. 1,820 million (inclusive of 10% margin)
has been created by the issuer in favour of the trustee. Hence, no provision has been recognised
by the Holding Company.

10.6.11 These carry profit at the rate of six months KIBOR plus 113 basis points (2016:113 basis points}
receivable half yearly with maturity in June 2026. The sukuk will be redeemed in 16 equal
semi-annual installments starting from the end of 30th month from the first disbursement. As a
security, unconditional and irrevccable first Demand Guarantee(s) of the Presicdent of Islamic
Republic of Pakistan covering issue amount of respective facilities along with profit payments
and all unencumbered present and future assets of NJHP under Sukuk arrangement for
Shariah compliance has been provided. Further exclusive lien over Debt payment A ccount for
the benefit of the investors has also been provided as security.

10.6.12 These carry profit at the rate of six months KIBOR plus 50 basis points (2016: Nil) receivable
half yearly with maturity in July 2027. The principal is redeemable on maturity.

10.6.13 These carry profit at the rate of six months KIBOR plus 75 basis points (2016: Nil) receivable
half yearly with maturity in August 2024. The principal is redeemable on maturity.

10.6.14 The sukuks have been matured in March 2017. The profit rate on these sukuks was three
months KIBOR plus 225 basis points receivable quarterly. As a security exclusive
hypothecation charge was provided on the assets of the company.

10.6.15 The Group's entitlement in respect of PSX's shares was determined on the basis of valuation of
assets and liabilities of PSX as approved by the SECP and 4,007,383 shares of the face value of
Rs 10/- each were allotted to BIPL Securities Limited, out of which 2,404,430 shares were kept
in the blocked account and the divestment of the same was to be made in accordance with the
requirements of the Stock Exchanges (Corporatisation, Demutualization and Integration) Act,
2012 [the Act] within two years from the date of promulgation of the Act.



On December 22, 2016, the Divestment Committee of PSX accepted the highest bid price of Rs.
28 per share from Chinese Consortium to divest 40% equity stake held by the existing
shareholders of PSX, which were kept in the blocked account as mentioned above, under Stock
Exchange (Corporatisation, Demutualisation and Integration) Act, 2012 and regulation framed
thereunder.

Subsequent to above, PSX intimated vide letter dated December 29, 2016 that bidding process
for the sale of PSX shares has been concluded. Further, consideration for the above sale will be
paid by PSX after holding 10% of the sale price as Retention money in terms of Share Purchase
Agreement executed among Anchor investor, Divestment Committee and PSX which will be

retained for a period of one year to settle any outstanding liabilities of PSX. Accordingly, the
Group revalued 4,007,383 of PSX after the discounting effect.

During the quarter ended March 31, 2017, the Group has received sale proceed of Rs 40.39
million against disposal of 1,602,953 shares representing 90% of sale proceed as initially agreed
with Chinese Consortium through sale purchase agreement mentioned above. During the
quarter ended June 30 2017, the Group has received sale proceed of Rs. 21.99 million against
disposal of 801,477 shares representing 20% holding to general public.

Further, PSX notified vide letter dated June 23, 2017 that SECPhas approved the application for
formal listing and quotation of shares of PSX pursuant to Stock Exchange (Corporatisation,
Demutualisation and Integration) Act, 2012. The shares of PSXhave been listed on June 29, 2017
on its Ready Counter, and currently it is measured at mark to market due to availability of
active market. These shares are required to be blocked with CDC in-house / investor accounts
under sub-regulation (1), (2) & (3) of Regulation 5 of Public offering Regulations, 2017.
However CDC has kept these shares as frozen instead of blocked.

Furthermore, the Group has pledged 1,602,953 shares with PSX to meet the requirement of Base
Minimum Capital (BMC) under clause 19.2 of the Risk Management Regulations in PSX Rule
Book.

10.6.16 The Group's investment in unquoted shares of Al Jomaih Power Limited are valued at its fair
value as at year end based on the net assets value of the investee Company as at December 31,
2017.

10.6.17 These carry profit at the rate of six months KIBOR plus 375 basis points receivable on
semi-annual basis with maturity in May 2015. The principal was repayable in 13 unequal
semi-annual installments. The customer had defaulted in its payment and the amount had been
fully provided. However, during the current year an amount of Rs 0.285 million has been
received which has resulted in a decrease of provision by the same amount.

10.6.18 These carry profit at the rate of six months KIBOR plus 185 basis points receivable on
semi-annual basis with maturity in July 2013. The principal was repayable in 13 unequal

semi-annual installments. The customer had defaulted in its payment and the amount had been
tully provided.

10.6.19 These carry profit at a fixed rate of 1.6% receivable on semi-annual basis with maturity in
October 2021. The principal is repayable in 14 equal semi-annual installments. The customer
had defaulted in its payment and the amount had been fully provided.
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10.6.20 These carry profit at the rate of six months KIBOR plus 175 basis points receivable on
semi-annual basis with maturity in November 2014. The principal was repayable in 13 unequal
semi-annual installments. The customer had defaulted in its payment and the amount had been

tully provided.

10.6.21 These carry profit at the rate of six months KIBOR plus 225 basis points receivable on
semi-annual basis with maturity in November 2014. The instrument was structured to redeem
0.08% of principal in the first 24 months and the remaining principal in 10 equal semi annual
installments of 9.992% each of the issue amount respectively The customer had defaulted in its
payment and the amount had been fully provided.

10.7  Held fo maturity securities

Name of the investee company  Nate 2017 20106 2017 2016
Number of Face Value Cost
Certificates Rupees in ‘000

Term finance certificates®

Azgard Nine Limited (3rd Issue) 10.7.1 35,000 35,000 Rs 5,000 60,041 60,041

Azgard Nine Limited (5th Issue) 10.7.2 33883 33833 Rs5,000 169,415 169,415

Agritech Limited (4th Issue) 10.7.3 15,429 15,429 Rs 5,000 92,145 92,145

321,601 321,601

*These represent investments acquired from amalgamated entity.

10.7.1 These carry profit at the rate of six months KIBOR plus 225 basis point receivable on semi
annual basis with maturity in December 2014. The principal is repayable in fourteen
installments with first four installments of Re. 1 per certificate and subsequent ten installments
of Rs. 499.6 per certificate. The customer had defaulted in its payment and the amount had been
fully provided.

10.7.2 These carry profit at the rate of six months KIBOR plus 225 basis point receivable on
semi-annual basis with maturity in December 2014. The principal is repayable in 14
installments with first 4 installments of Re. 1 per certificate and subsequent ten installments of
Rs. 499.6 per certificate. The customer had defaulted in its payment and the amount had been
tully provided.

10.7.3 These carry profit at the rate of zero percent coupon with maturity in December 2016. The
principal is repayable in 7 semi unequal installments in 5 years inclusive of 1.5 years grace

period. The customer had defaulted in its payment and the amount had been fully provided.




10.5 Held for rading securities
The Group holds irvvestments in ordinaty shares (norninal value of Bs 10 each, urless stated otherwise) inthe following insrestees

2017 2016
ity Raling “Entiy Faling -
. Number of Number of Cantying
Nam e of the investee company Long term / shares Cosl Value Long term / shares Cost Vakte
Shot teum Short term

. . Rupees in 000 — TRuapeesmm
Ordinay shaves of listed compary
AUTOMOBILE AND FARTS
Ao Industries Limited MNiA - - - Urated 7,500 1,008 2685
Inchss Mobor Cornpany Lirmited N A - - - Urated 3,800 5117 6,135
PHARMACEUTICALS
Abbott Laboratories (Pakistan) Limited N A - - - Urated 1,000 025 057
PHARMA AND BIO TECH
Sarnoff Aventis Pakistan Limited N A - - - Urated 2,080 3,818 5,856
GLASS & CERAMICS
Ehatbir Tiles and Cerarrics Lindted N A - - - Uraated 335,000 4,058 3739
MISCELLANEOUS
Zhifa Interrational Hespital Lirnited Ni & - - - Uraated 6,200 1,840 1.906
TECHNOLOGY HARDWARE AND EQUIPMENT
Arare eon Lireited N A - - - Uruated 105,000 3,729 3,659
PERSONAL GOODS (TEXTILE)
Bantu Woollen Mills Lirvited N A - - - Urated 3,000 204 2164
ELECTRICITY
Mishat Powrer Lirnitec N A - - - A+ )AL 49,500 2776 3172
CONSTRUCTION AND MATERIALS (CEMENT)
D.G. Khan Cement Comgany Lirnited Uraated 2,500 314 334 Urated 272,500 52,544 i), 421
Cherat Cerment Cormpany Lirmited N A - - - &AL 58,000 9.797 10,094
Maple Leaf Cemnent Factory Lirrdted A+ Al 2,500 172 171 At AL 462,500 51,540 50,006
Fauji Cernent Corrgany Livvited Urrated 430,000 10,682 10,754 Urated 126,000 5216 5680
Lucky Cernerit Limnited N A - - - Urtated 1,500 1,110 1,200
Pioneer Cernent Limited N A - - - &AL 53,000 5628 7,531
Thatta Cement Company Limnited N & - - - A A2 30,000 1,073 1,181
Devan Cernent Liprited N A - - - Unated 40,000 1.593 1,562
Kohat Cement Lirrited N A - - - Urated 4,000 1,313 1,420
REFTMNERY
Attock: Refinery Lirmited A4 AT 22,000 {020 5151 AAS AW 84,000 31814 35,725
Mational Refinery Lited Ni & - - - N A - - -
FERTTLIZER, Ni A - - -
Engro Corporation Livndted Ni & - - - AA AW 28,400 8,902 8,077
Engro Fertilizers Limited Sl f AL+ 1,161,000 75,9764 7E623 Ab- A 23,000 6,232 6,323
Fauji Fertilizers Cormpany Lirrited A8 AT 23000 1772 1,820 AL LA 20,000 2,075 2,087
CHEMICAL
Engro Polymer and Cherrdral Liredterd MNi & - - - A f A2 40,000 627 738
Ittehad Chemirals Lirrdted N A - - - A A2 15,500 628 624
ENGINEERING
Arrweli Steels Lirrited Ni A - - - FL S 338, 500 23,125 22,541
Interraticnal Steels Lirpited N A - - - &t A1 623, 500 56,266 0,935
Mugtal Iron and Steel Industries Limited N & - - - Uruated 39,500 3,254 3,482
OIL & GAS MARKETING COMPANIES
Hasnol Petrolevgn Liprited N/A - - - A+ A1 4,500 1,479 1.519
Pakistan State Cil Comparngy Lirrdted A8 AT 0,000 2,812 2,638 Ab A 161, 500 4,520 70,125
FOWE R, GENERATION & DISTRIBUTION
K-Electtic Limited Ab0 A 3378000 22 560 21,315 Ab A 668, 500 6,250 6273
Kt Addu Powrer Corrgany Lirnited NiA - - - bt A 3,000 a7 236
CABLE &ETECTRICAL GOODS
Fak, Elektton Lirrdted A+ )AL 473,500 23572 22,487 A+ )AL 1,060,000 75,406 75,557
COMMERCIAL BANKS
Surromit Bank: Lirrdted MNiA - - - A AT 200, 000 4,266 3060
OIL & GAS EXPLORATION COMPANIES
Pakistan Qilfields Limited MNiA - - - Urated 01,500 48,080 48,918
Fakistan Petroleurn Lirited N A - - - Unrated 18,500 5,207 3481
Cil & Gas Dewveloprment Corrpany Lirrited M/ & - - - Urwated 47,500 T 686 7.B54
Mari Petrolewgn Coonpargr Lirnited N/ A - - - Uraated 4,200 5246 5775
FOOD & PERSONAL CARE PRODUCTS
Engro Foods Limited N A - - - Uraated 32,000 6,004 6,142
Treet Corporation LS 67,500 2402 2,501
TECHNOLOGY & COMMUNICATION
Fakistan Telecorrermnication Chrmpany Lirited Uruated 2,000 25 26 Urrated 190,000 3,453 3,265
TRG Fakistan Limited Urated 011, 500 2,873 26,980 NiA - - -
TEXTILE COMPOSITE
Mighat Mills Lirnited A A 4,500 631 673 MNiA - - -
COMMERCIAL BANKS
Matioral Bank of Pakistan AAL T AL 98,500 4622 4,783 MNiA - - -
INVESTMENT BANKS / INVESTMENT
COMPANIES / SECURITIES COMPANIES
Pakistan Stock Exrhange Lirnited Uruated 175,000 4,868 3,920 MNiA - - -

LEES [ BETS 15576 S R T

Unlisted Tam Finace Certificales !
Faee Fakistan Lirnited

(Face value g 5000 each) Urated 10,000 45,7569 - Uraated 10,000 45,340 -

{Refer note 108.1) T30 = EI T =
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10.5.1

10.9

These TFCs are secured and carry mark-up at the rate of 6 months KIBOR +2% and have matured on
February 15, 2017. These TFCs are currently rated as 'non-performing’ by the Mutual Funds Association
of Pakistan and accordingly. The purchase cost of TFCs amounts to Rs. 45.37 million (2016: Rs. 45.37
million) and during the previous years, the Group on the basis of prudence, has fully impaired the
investment of Rs. 45.37 million.

2007 2016

Holding Number of Cost Number of Cost

Shares Shares
% s in 7000 Rs in 7000

Details of investment in associates

Unlisted

KASB Capital Limited - incorporated in Mauritius 21.78 283000 41,867 283000 41,867
Face value per share: USD 1 /-
Break-up value per share: Rs. 41.65 /- [based on
unaudited financial statements for the year ended
31 December 2016]

Chief Executive: Information not available

KASB Funds Limited 4389 14,123,622 432,302 14123622 432,30
Face value per share: Bs. 10 /-
Break-up value per share: Re. 0.44/- [based on
unaudited financial statements for the vear ended
31 December 2015]

Chief Executive: Information not available

New Horizon Exploration and Production Limited 4323% 76,360,000 589,629 76360000 583,629
Face value per share: Re. 1 /- and Rs. 10/-
Break-up value per share: Rs. 1.08/- [based on
unaudited financial statements for the year ended
30 Tune 2015]

Chief Executive: Information not available

Shakarganj Food Products Limited [Unlisted)] 402 6090000 627,942 60950000 627,942
Face value per share: Rs. 10 /-
Break-up value per share: Rs. 13.29/- [based on

unaudited financial statements for the period ended
31 December 2017]

Chief Executive: Mr. Ahsan M. Saleem
1,691,740 1,691,740

* The total effective holding is 43.23% with direct holding being 19.64% and indirect holding being 23.59%.
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10.10

Particulars

As atJan 1,2017
Recognised in the profit and

loss account

As at December 31, 2017

Provision for diminution in the

value of investment

As at December 31, 2017

Reconciliation of investments in associates

31 December 2017
New
Horizon Shakarganj
B
é{AS KASB Funds | Exploration Food
apital e Total
Limited* Limited and Products
Production Limited
Limited*
Rupees in ‘000
41,867 432,302 590,206 978,493 2,042 868
- - - 104,530 104,530
41,867 432,302 550,206 1,083,023 2,147,358
(41,867) (432,302) (590,206) - (1,064,375}
- - - 1,083,023 1,083,023

* Share of loss has not been recognized, as this is fully provided in the books.

10.10.1 Particulars of KASE Income Opportunity Pund, KASBE Asset Allocation Fund, KASBE Islamic Income
Opportunity Pund, Crosby Dragon Fund and KASE Cash Fund have not been produced as these entities have
been acquired at Nil value and no movemnent took place during the year.

Particulars

AgatJan 1,2016
Recognised in the profit and

loss account

As at December 31, 2016

Provision for diminution in the

value of investment

As at December 31, 2016

31 December 2016
New
Horjzon Shakargan]
KA‘.SB KASB Funds | Exploration Food
Capital vy s Total
Limited® Limited and Products
imite Production | Limited
Limited
upees in ‘000
41,867 432,302 580,206 762,202 1826577
- - - 216,291 216,251
41,867 432,302 580,206 078,493 2,042 868
[41,867) (432,302) (590,206, - (1,064,375)
- - - 978,493 978,493

* Share of loss has not been recognized, as this is fully provided in the books.
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10,11  Summary of Associates

. omn B =
Name of assocates |mmmﬁmﬂlfmﬁmmmml Assets | Llabl]ltleSI Equity | Revenue " {Loss} |

K ASE Capital Limited Decerrber 31, 2016 65,258,601 14,165,566 54,123,045 - (3,565,110
K ASE Funds Limited Dererrber 21, 2015 46,465,212 32465, 328 13,995,551 1866205 (FA 205
Mew Harizon Exploration and Froduction Limited  June 30, 2015 4p4408,653 1M 305 622 340,014,032 - 50ed361
Shakarganj Food Products Limited Demerrber 21, 2017 5,063,568 2,548,107 2105461 2067 556 20,02
Note 2017 2016

Rupees in ‘000

11 ISLAMIC FINANCING AND RELATED ASSETS
Islamic financing and related assets - net 111 118,321,278 76,676,629
Adwvances (relating to amalgamated entity) - net 11.2 685,501 990,447
15,006,770 77,667,076
11.1 Islamic financing and related assets - net
In Fakistan
. Murabahah financing and related assets 11.3,11.%, 11,11 13,896,567 13,798,029
- Istisna financing and related assets 11.4 &11.10 11,285,833 13,573,015
- Diminishing Musharakah - Housing 11,107,742 7,661,273
- Diminishing Musharakah - Auto 5,231,475 877,758
- Diminishing Musharakah financing and related assets - Others 11.5 10,633,548 8,800,359
. Against Bills - Murabahah 79,732 12,310
_ PostDiue Acceptance 37,241 25073
- Salam 11.6 166,987 75,000
_ Muswarnmah financing and related assets { Karobar financing 1.7 14,546,579 7,918,202
- Financing to employees 11.1% 2,272,343 2,062,322
_ Qardh e Hasana 561,956 -
- Foreign Bills Purchased againstFinancing - 50,577
- Running Musharakah 38,689,311 10,000,000
- Investment Agency Wakalah 6,250,000 6,250,000
- Housing finance portfolio 45,788 73,761
- Net investrment in Jjarah financing in Pakistan 11.13.1 38,481 35,829
_ jarah financing under IFAS 2 and related assets 11.8 5,629,664 6,910,162
Gross financing and related assets 120,475,237 78527670
Less: Provision against non-performing Financing and related assets
- Specific 11.15& 1116 (1,934769)  (1,658,774)
- Gerneral 11.15 & 11.16 (223,150) (192,067)
Islamic financing and related assets — net of provisions 118,321,278 76,676,820

11.1.1  Brief description of lslamic Financing arrangements

Murabahah

Murabahah to the purchase orderer is a sale transaction wherein the first party (the Group) sells to the client /
customer Shariah compliant assets / goods for cost plus a pre-agreed profit after getting title and possession of the
same. In principle, on the basis of an undertaking (Promise-to-Purchase) from the client (the purchase orderer), the
Group purchases the assets / goods subject of the Murabahah from a third party and takes the possession thereof.
Howrever, the Group can appoint the client as its agent to purchase and take possession of the assets / goods on its
behalf. Thereafter, it sells it to the client at cost plus the profit agreed upon in the promise.
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Import Murabahah

Import Murabahah is a product, used to finance a commercial transaction which consists of purchase by the Group
(generally through an undisclosed agent) the goods from the foreign supplier and selling them to the client after
getting the title to and possession of the goods. Murabahah financing is extended to all types of trade transactions
L.e., under Documentary Credits (LCs), Documentary Collections and Open Accounts.

Istisna

Istisnais a contract where the buyer (the Bank) orders the client (seller / manufacturer) to manufacture and deliver
specified goods at an agreed contract price upon completion. Istisna is used with Wakalah agreement to provide
financing mainly to manufacturers. Thus the transaction consists of two stages: (i) Bai Istisna whereby the Bank
purchases goods from the client and (i) Wakalah whereby the Bank after receipt / possession of goods, appeints the
clientits agent to sell the goods in the market.

[jarah

Tjarah is a contract where the owner of an asset transfers its usufruct (i.e. the usage right) to another person for an
agreed period, at an agreed consideration. The rentals received [ receivable on jarah are recorded as income /
revenue. Depreciation on Ijarah assets is charged to consolidated profit and loss account by applying the accounting
policy consistent writh the policy for depreciation of operating fixed assets.

Salam

Salam is a sale transaction where the seller undertakes to supply some specific goods to the buyer at a future date
against an advance price fully paid on spot. In Salam financing, the transaction consists of two stages: (i) Bai Salam
whereby the Bank purchases goods from the client and (ii) Wakalah whereby the Bank after receipt { possession of
goods, appoints the client its agent to sell the goods in the market.

Muswammah / Karobar Financing

Muswamrmah is a contract where the Group purchases tangible identified goods from client at an agreed purchase
price. The Group then sells the goods in the market through agent (Client) at a higher price to earn its desired profit.

Diminishing Musharakah

Diminishing Musharakah represents an asset in joint ownership whereby a partner promises to buy the equity share
of the other partner until the title to the equity is totally transferred to him. The partner using the asset pays the
proportionate rental of such asset to the other partner (the Group).

Musharakah f Mudarabah

Musharakah [ Mudarabah are different types of partnerships in business with distribution of profit in agreed ratio
and distribution of loss in the ratio of capital invested.

Wakalah—tul-Istismar (Investment Agency Wakalah)
Wakalah—tul-Istismar means appointing another person to invest and grow one's wealth, with or without a fee. It
covers contract for acquisition of services of a person or institution (Wakeel) for making investments of Wakalah

Funds, and accomplishment of certain task on behalf of another person or institution (Muwakkil).

Running M usharakah

In Running Musharakah financing, the Group enters inte financing with the customer based on Shirkat-ul-Agd or
Business Partnership in customers operating business. Under this mechanism the customer can withdraw and
return funds to the Bank subject to his Running Musharakah Financing limit during the Musharakah Period. At the
end of each quarter / half year the customer pays the provisional profit as per the desired profit rate which is subject
to final settlerment based on the relevant quarterly / half yearly / annual accounts of the customer.
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11.2

11.3

11.4

11.5

11.e

Note

Advances (relating to amalgamated entity)

Loans, cash credits, running finances, etc.
- In Pakistan
- Qutside Pakistan

Net investment in finance lease
- In Pakistan
- Qutside Pakistan

11.13.1

Bills discounted and purchased (excluding treasury bills)
- Payable in Pakistan
- Payable outside Pakistan

Gross Advances

Less: Provision for non-performing Financings
-Specific
-General

11.15 & 1116
11.15 & 1116

Advances - net of provisions
Fair value adjustment

11.17

Advances - net of provisions and fair value adjustment

Murabahah financing and related assets
Murabahah financing

Advance against Murabahah financing
Murabahah inventories

Istisna financing and related assets
Istisna financing

Advance against Istisna financing
Istisna inventories

Diminishing Musharakah financing and related assets - Others

Diminishing Musharakah financing
Advance against Diminishing Musharakah financing

Salam
Salam financing

Advance against Salam
Salam inventories

2017 2016

——— Rupees in ‘000 -———-
8,709,122 9,730,060
8,709,122 9,780,050
585,391 608,712
585,391 608,712
714,646 720,975
714,646 720,973
10,009,159 11,109,735
(9,515,302) (10,280,585

(638) (860)

493,169 828,290
192,332 162,157
635,501 990,447
11,442,916 11,568,440
2,453,641 644,052
- 1,585,537
13,896,557 13,793,029
5,949,944 8,207,253
5,269,236 759,934
66,653 5,005,828
11,285,853 13,975,015
10,434,893 8,731,608
204,655 63,751
10,639,548 8,800,359
67,001 12,002

99,936 -
- 62,998
166,937 75,000
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Note 2017 2016
-———Rupees in ‘000-——-
11.7 Muswammah financing and related assets { Karobar
financing
Muswammabh financing 2622,350 6,834,915
Muswammah inventories 4924229 1,035,239
14,546,579 7,918,202
11.8 Ijarah financing under IFAS 2 and related assets

Net book value of assets under IFAS 2 11.14 5,427,911 6,382,270
Advance against Jjarah financing 201,753 527,892
5,629,664 6,910,162

11.9 Murabahah financing and rvelated assets includes financing amounting to Rs. 827.8397 million (2016: Rs.
700 million) and advance amounting to Rs. 797.250 million (2016: Rs. 611.550 million) under Islamic
Export Refinance Scheme.

11.10  Istisna financing and related assets includes financing amounting to Rs. 444.654 million (2016: Rs.
223.5 million) and advance amounting to Rs. 1,094.541 million (2016: Rs. 763.2 million) under Islamic
Export Refinance Scheme.
2017 2016
—~———Rupees in ‘000-———-

11.11  Murabahah sale price (for transactions during the year) 66,360,039 90,044,556
Purchase price (for transactions during the year) (65,104,250 (88,461,554
1,255,789 1,585,002

11.11.1 Deferred Murabahah income

Opening balance 134,490 249,323
Aurising during the year 1,255,789 1,583,002
Recognised during the year (1,2453,451) (1,697,835)

146,525 134,490

11.11.2 Murabahah receivable

Qpening balance 10,816,499 19,658,149
Sales during the year 66,360,039 90,044,556
Received during the year (66,563,627) (93,836,200)

10,612,911 10,516,499

11.12  Particulars of Islamic financing and related assets
and advances - gross

11.12.1 In local currency 130,488,396 29,037,405
In foreign currency - -

130,488,396 39,637,405

11.12.2 Short-term ( for upto one year) 24,723,730 46,771,304

Long-term ( for over one year) 45,764,606 42,866,101

130,435, 29,057,405
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Net investment in [jarah financing in Pakistan

ljamh enials recefvable
Residual value

Minimum [ah payments

Pofit for futuse perinds

P esentvalue of minimum [aah payments

207 2016
Not Later L::l‘:r::;“ Not later L:]tf: :23"
tha:;ne loss then Total tl'la::anrne less then Total
¥ five years ¥ five years
Rupeesin ‘000
576,718 - 576,718 619450 - 619450
01,452 - 51,452 33,81 - 33041
pb, 10 bbi 10 053321 - 655321
(44,298 - (44,298) (4,750 - (4,780)
(23 872 - (23 872 A 541 - Fl 541
2017 2016

Break up of net investment in [jarah finarncing and Finance lease

Islamic financing and related assets- net
Advances (relating to amalgamnated entity) - net

Ijarah Assets

Plantand Machinery

Vehicles

Plantand Machinety

Vehicles

———Rupees in’000—

11.14.1 Net inwestment in ljarah financing - IFAS 2

ljamh enials recefvable

38,481 35,829
585,351 608,712
623,872 645,041
2017
Cost Accumulated depredation Book value Rate of
Asat Addition/ Asat As at Charge | Asat as at D at:;]atio
January 01, (deletions) / December | January 01, (deleti%ns) December | December ep; ;,
2017 (lransfers) 31, 2017 2017 31, 2017 31, 2017 ?
Rupeesin ‘00
1,817,106 51,728 LT B23532 195,80 LOO7.880 BLE 217 203333
(12,757} (11,481)
7,321,676 915,258  7,290401 19325310 L1780 2710707 4579604 203333
{546,533 (410,162
R Shb, Y 5,146,474 oo L 1 365 650 57 Lonnd o4 F11
(259,280] (421,643)
2016
Cost Accumulated depreaation Book value Rate of
As at Addibon/ Az at As at cl / Asat as at D & e!]ti
January 01,| (deletions)/ December | January 01, (dd]a;ge ) December | Decem ber epre;la °
2016 (transfers} 31,2006 | 2016 O] sy 206 | 31,2016 e
Rupeesin ‘000
858417 BaE5s27 1,817,106 565,626 264,571 23532 993574 23333
(5,838 (B665)
4,774,580 3182103 7.32L676 1,262,649 975,043 L932980 538865 203333
(635,387 (304,712
5. 38577 4B e3)  BIsEVE Luwmdh LZ%eld ZbeSIY asdll0
(645,225) (311, 377)
2017 2016
Notlater | Later than one Over fi Not later AL fhadn Over fi
thanone [andlessthenfive ver five Total than one nean erve Total
years lessthen years
year years year five pais
Rupees in ‘000
1,805,798 2,640,112 - 4445910 2113168 3271080 1,33 5, 35,554
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1ile61

11162

11163

Islamic financing and related assets and advances indude Rs. 15,837.045 million (2016
under non-perfoming statuz as detailed bel o

: s 14,535,967 million) which have been placed

a7
Category of (lagsification Gass‘ﬁaia]:i:::;;;n’;?:f;m related Provision Required Frovision Hald
Domestic | Uverseas | Total Lomestic | Cwerssas | Total Lomestic | Uverseas | Total
Eupess m "000
Cther Assets especially
mentioned (OAEM) 05, 345 - 05, 345 - - - - - -
Substandard 3,056,420 - 3,056,420 108,551 - 108,551 108,551 - 108,551
Diobtful 059,044 - 039,044 375,817 - 375,817 375,817 - 375,817
Loss 11,746,236 - 11,746,236 10,965,701 - 10,965,701 10,965,701 - 10,965 701
15,837,045 - 15,837,045 11,450,065 - 11,450,065 11,450,069 - 11,450,065
T
Calegory of Classification Gass}hai::i:::;;n:;::f;m relatad Provision Eequired Frovision Held
omestlc erseas Total Lomeshe | Cwerseas | Total Domestic | Owerseas | Total
Rupees m 000
Cther Assets especially
mentioned (OAEM) A92, 560 - 692, 560 - - - - - -
Substandard 886,389 - B56,380 188,468 - 158,468 188,468 - 188,468
Diobtful 867,028 - BAT,H28 296,471 - 296,471 206,471 - 296,471
Loss 12,087,081 - 12,087,081 11,454,420 - 11,454,420 11,454,420 - 11,454,420
74,535,067 - T153,067 11030350 = T1.039,350 _ 11.9:9.350 - T1.9:0.350

In case of one of the non-performing Islamic financing and related assets amounting to Rs. 2562 million, SEF has granted relaxation vide
letter no. EPRD/ BRD/ FRs/ 7388/ 2018 dated April 4, 2018 on creating a provision fill December 31, 2018, The outstanding amount of
relaxation e.g. provisioning will not be available for distribution of cash & stock dividend and performance bonus to employees. Had the
provision been made as per the requirements of applicable Prudential Regulations, the 'provizsion against Islamic financing and related
assets and adwvances' would have been higher by Ks. 474.822 million and profit before taxalion would have been lower by Rs. 474.822

million.

Farficulars of provision againstnon-performing Islamic inancing and related assets:

Cpening bal ance

Tranzferred from the amal gamated entity -

Charge for the year
Reversals

A ountwritten off
Closing balance

Telamie
Corvventi onal

Gross reversals
Charge for the year

Fair value adjusted - net

MNet reversals taken to the profit and loss account

Inlocal currency
In foreign currency

2017 2016
specific | General | Total Specific [ General | Total
————————— —{Eupees in 1T E———
11,935,359 152,927 12,132,286 13,516,506 125,593 13,652,099
518502 30,551 550453 790,178 57,334 7512
(997,966) = (997,966) (2,309,561) - (2,309561)
478404) 30,951 (447513) (1,519,383) 57,334 (1462,045)
(10,824) - (10,824} i27,764] - (57,764)
11,450,071 223,878 11,673,549 11,938,359 152,527 12,132,286
2007 2016
Specific | General Total Speaific [ Gemeral | Total
——————————— Rupees m D00 ————————
1,924,769 223,190 2,157,559 1,658,774 192,067 1850841
9,515,302 £33 5.3 15,990 10,280,585 560 10,281,445
11,450,071 223,878 11,673,549 11,938,359 152,527 12,132,286
2017 2016
Reversals net of farr value adjustiment talen to the consalidated profit and 1osz account Eupees in ‘000
907, 966 2,308,561
(550,453 (847, 512
447,513 1,462,049
30,175 262,338
477,688 1,724, 387
Partieudars of provision against non-performing Islamic inancing and related assets:
2017 016
Specihc | General Total Speciic [ General | Total
——————————— {Rupees In D00——————————
11450071 293,878 11,673,549 11L,939,359 152,927 14,132,286
11,450,071 205,878 11,673,549 11,935,359 192,527 T2, 139, 256
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11.16.3.1 The Holding company maintains general reserve (provision) in accordance with the applicable requirements of the
Prudential Regulations for Consumer Financing and Prudential Regulations for Small and Medium Enterprise
Financing issued by the SBR.

11.16.3.2 In accordance with BSD Circular No. 2 dated January 27, 2009 issued by the SBE the holding company has availed
the benefit of Forced Sale Value (FSV) of collaterals against the non-performing financings. The benefit availed as at
December 31, 2017 amounts to Rs. 432.630 million (2016: Rs. 468.585 million). The additional profit arising from
availing the FSV benefit - net of tax amounts to Rs. 281.209 million (2016: R5.304.580 million). The increase in profit,
due to availing of the benefit, is not available for distribution of cash and stock dividend to share holders of the
holding company.

11.17 Provision in respect of acquired loans have been determined after taking into considerations of the fairvalues of such
loans on the basis of valuation exercise performed by the Independent consultant.

2017 2016
11.18  Particulars of write offs -—- (Rupees in "000) -—
Against provisions 10,824 57,764
Directly charged to the profit and loss account - 32,008
10,824 83,772
Write offs Rs. 500,000 and above 10,339 89,211
Write offs below Rs. 500,000 485 561

1U, a4 07,

11.18.1 Details of financings written off of Rs. 500,000 and above
In term of sub-section(3) of section 33 A of the Banking Companies Ordinance, 1962, the statemnent in respect of
written off financings or any other financial relief of five hundred thousand rupees or above allowed to any person is
required to be disclosed. The details of financial relief allowed during the year is given as Annexure - IL.

1119  Particulars of financing te directors, executives or officers of the Holding Comp any

Financing due by directors, executives or officers of the holding company or any of therm either severally or jointly
writh any other persons.

Note 2017 2016
————— Rupees in 000-——-

Balance at the beginning of the year 2,082,322 1,847,139
Financing granted during the year 1,022,002 B47,227
Repayments made during the year (812,071) (632,044)
Balance at the end of the year 11.1%.1 2,272,343 2,062,322

11.19.1  This includes Rs 5.609 million (2016: Rs 4653 million) mark up free financing to employees of the holding company
given underthe holding company's Human Resource Policy.

Note 2017 2016
12 OPERATING FIXED ASSETS Rupees in 000--——-
Capital work-in-progress 121 54,437 38,362
Property and equipment 12.2 5,912,925 6,160,780
Intangible assets 12.3 3,180,702 3,212,987

2 lde,Ued 241,129

121 Capital work-in-progress

Advances to suppliers and contractors 54, 4757 2836t

Advance for acquiring properties (relating to defunct KASE Bank Limited):
- Office prermises 721,903 721,903
Ty T0,005

Provision for impairment against advance for
acquiring floor / office premises (relating to defunct KASB Bank Limited) (721,903) (721,903)
2,45 ol
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122 Propety and equipment

pliy
COST /REVALUATION DEPREQATION
Charge fox Nel bock
Asal Disposals Asat As al (dnim }wlsj; Asat valoe as al mﬁmn
Jamuary 01, | Additions . / December |January 01, PO | hacember | December
207 adjustment | =, gy / 3,200 | 3,207 %
5% ! adjustment ’ 3
1]
Iupeas i
Al revahwed amomts
Freehold and Leasehold Land 1,016,159 - 1,003,503 - - - 1,003,503
(12,3%) -
Buidingon leazehokd land 3,370,355 s - 3.565,091 332,04 104,535 450,493 3137, 595 2
17,225 -
13114
Al cost
Furnitute and fixture 2,256,467 183,481 (3,59 2120931 1121602 280,264 1,057,727 1,068,207 jul
(389,022 (2141)
(341,995
Eler trira], offve and computer equipment 3,141,074 300,062 (33,1595 247606859 2409335 330,556 2066359 694,460 15-25
(P47, 052 (30,976)
(642519
Wehiles 43,449 1,5% (5l@ 24193 33,280 3,870 16,336 7,857 ]
- (20,256 (516)
- (20,295)
10,057, hdd To5617 (3?,?@ KT T FIEEA A550,95 591295
(1,000,573 (33,633
(991,701)

* During the year, the Bank reviewed the fixed assets acquired as a result of the amalgarnation in 2015 and adjusted the cost with the accurnulated depreciation
aof the respect assets to reflect their value as at the acquisition date.

2016
COST | REVALUATION DEFREQATION
Charge tov Net bodk
Additions | 1he year | Rate of
Asal , Asal as al : Asal vahoe as al "
January 0, agﬂ]::r eanrt ,":Evhnst?;]; Drecember | January 01, (d.'l!‘p?!ﬂ]ﬂ Decembar | December L epe;:auun
2016 p 31, Wb 2016 adjustment 31, 2016 1, W1b
5
Al revaloed amownts
Freehold and Leasehold Land 531,547 - 1,016,199 - - - 1,016,199
171,95 -
12,3%
Buidingon leasehold Jand 3,742,250 al - 3,570,355 250,531 56,859 332,544 3237611 z
(171,956) - (4,865
Al cosl - 18
Furniture and fixture 1,544,732 744,300 (2065 2286467 561,023 244860 1,121,802 1,164,565 10
- - (1,519
17,538
Electrical, office a nd comnputer equiprment 2,616,175 409,070 (B4174) 3141074  Z21BBA56 312060 2,409,335 731,736 15- 25
- - (77,208
- (13,99
Vehi les 40,158 7,566 (4,275) 43,449 32,755 4,744 33,280 10,169 20
- - (4219
g9 led 1160587 91,014 1005553% 355255 FEE R KRR R 160,750
- - (56,312)
12,3% 3,58
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1221 Details of property and equipment disposed-off

The details of property and equipment disposed-off during the year are disclosed in “Annexure I

Intangible asset

Computer software

Core deposits

Customer list

Membership cards of PSX and PMEX
(Refer Note 12.3.1 & 12.3.2

Rootns at PEX

Eooths at PSX

Contracts and Mandates

Licenge and trademark

Foreign Affiliate Relationships

Goodwill

L7
TOS 1 AMORTATION
= Net book
Asar |pdditions] o op | asar [Shaveetfor] Asat fopecar| Bateof
! ) - | the year ; | Decemb amortization
Januwary Adjustiae December | January adjustraen | erat December o
01, 2017 e 31, 27 a1, 2017 ts 2017’ 3, 27
Eupeesn -
677,745 BAIT 472105 495557 5513 E05aY 151,136 JE4]
(234,077 (236,72
40,600 - 40,600 355 2,383 6,318 M2 BO%-20%
30,735 - 7,759 27 BeR 2712 7,745 54 10
(22,526) (22,936)
2,100 - 2,100 - - - 2100 Indefinite
- - useful life
5,804 - 5,804 5804 - 5,604 - Indefinite
- - useful life
=5l - 950 - - - 950 Indefirnite
- - useful life
29,353 - 9,353 B9,3653 - 89,353 - Indefirite
- - useful life
- 572 87 - - - 872
8,327 - 82,327 593X - 89,327 - Indefinite
- - useful life
2,591,308 - 2,591,308 - - - 2,991,308 -
BRI G0 N 21 = 2 TV L 20w 915010 o Lo e
(257,015 {255,655

* During the year, the Bank reviewed the fixed aseets acquired as a result of the amalgamation in 2015 and adjusted the cost with the acrumulated depreciation
of the respect assets to reflect their value as at the acjuisition date.

Computer software

Care depaosils

Customer list

Membership cards of PEX and PMEX
(Refer Mate 12.3.1 & 12.3.3)

Rooms at P3X

Eooths at P3X

Contracts and Mandates

Faoreign Affiliate Relationships

Goodwrill

6
O T 2 Net book
Addibons Charge for | Asat | Rate of
As at ! As at As at the year/ | Decemb value as at amortization
Jarmarxy idisposal December | January adivstroen | er31 December a0,
01, 2016 55 Sl s, 206 | 0, 2006 |29 i Soig | 3206
Eupees m
555,506 122440 677,745 436151 5306 498557 175,188 sl
- 5,100
40,600 - 40,600 1554 2371 3908 36675 5.5% - 20%
30,738 - 30,735 24935 3034 275eR 2788 10
2,100 - 2,100 - - - 2100 Indefinite
- - useful life
5,804 - 5,804 5,804 - 5,808 - Indefinite
- - useful life
] - 950 - - - 050 Indefinite
- - ugeful life
85,353 - 9,353 89,3653 - 89,253 - Indefinite
- - useful life
85,327 - 89,527 89,3 - 55,327 - Indefinite
- - useful life
25991,308 - 2991308 - - - 2591308 -
SemllD TITET 92,72 [Z4e 6Ls1l 14,555 ERE)BERES
= 5,100
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12.3.1

12.3.2

124

125

12.6
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Pursuant to the promulgation of the Stock Exchanges (Corporatisation, Demutualization and Integration) Act, 2012
(The Act), the ownership in astock exchange had been segregated from right to trade on the exchange. Accordingly,
the BIPL Securities Limited received equity shares of PSX and a Trading Right Entitlement Certificate (TRECs) in lieu
of its membership card of P3X. BIPL Securities Limited's entitlement in respect of PSX's shares was determined on the
basis of valuation of assets and liabilities of PSX as approved by the SECP and BIPL Securities Limited had been
allotted 4,007,383 shares of the face value of Rs 10/- each, out of which 2,404,430 shares were kept in the blacked
account and the divestment of the sarme wras to be made in accordance with the requirements of the Act within two
years from the date of Demutualization.

On December 29, 2016, the divestment committee of PSX formed for the purpose confinmed the sale of 40% equity
stake of PSX shares as detailed in Note 10.6.15 to these financial statements.

The cost | book value of the PSX membership card amounted to Rs. 495 million as at December 31, 2012, In absence
of an active market of the shares of PSX and TREC, the allocation of the carrying value of the membership card
betwrean the shares (financial asset) and TREC (an intangible asset) was made by BIPL Securities Limited on the basis
of the face of ordinary shares and the TREC value assigned by the PSX for minimum capital requirement purpose
applicable to the stock exchange brokers.

BIPL Securities Limited has pledged i hypothecated its TREC in favor of PSX to meet the requirement of Base
Minirmum Capital (BMC) under clause 19.2 of the Risk Management Regulation of PSX Rule Book.

Goodwill

This represents goodwrill recognised upon acquisition of KASB Bank Undertakings based on fairvalues of assets and
liabilities as more fully explained in note 4 to these financial statements. The SBP wide its letter no.
BPRD(R&P-02)/ 625-112/ 2017/ 4089 dated February 24, 2017 has allowed the Bank exemption from "Goodwill
impairment" under the applicable accounting standards till Decernber 30, 2018 and thereafter the Bank will be
required to start goodwill impairment testing as per applicable accounting rules. The amount of goodwill thatwill be
deductible for taxable purposes is Rs. 5,896,832 million. The difference represents the fairvalue benefit of the financial
assistance granted by the State Bank of Pakistan as disclosed in note 16.1 to the financial staternents.

Cost of fully depreciated properties and equipment that are still in the Group's use, as at Decernber 31, 2017,
arnounted to Rs. 1,490,711 million (2016: Rs. 1,061.133 million). The cost of fully amortised intangible assets that are
still in the Group’s use, as at Decernber 31, 2017 amounted to Rs. 181765 million (2016: Rs. 156,176 million).

During the year 2015, the Group's freehold land and buildings or leasehold land were revalued by M/ s. Akbani &
Javed, Harvesters Services and Ghandhara Consultants on the basis of their professional assessment of the present
market value. As a result of revaluation the market value of freehold land and buildings on leasehold land wrere
determined atRs. 3,796.573 million.

Had there been no revaluation, the carrying amount of revalued assets at Decemnber 31, 2017 would have been as
Followrs:

COST DEPRECIATION Net book vahie @
I Aas dl]] iR i a9 |o Asbat 1) As alm Charge far | As al December | at December 31,
amay 01, ons spaos ecem ber 31,| Januay 01, -
2017 2017 2017 the year M, 2017 2017
Rup ees m 000
Freghold Land 434928 - - 434528 - - - 434928
Buillding onlease hold land 2524622 - - 2524622 236,875 51,341 288,216 2,236,406

2,955,550 - - ZHBEEE0 T A3h Yh 51,541 2o, 16 2,671,354
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Note 2017 2016
13 DEFERRED TAX ASSETS Rupees in 000 ———

Deferred tax debits arising in respect of:

Accumulated tax losses 13.1 20/ 6,408 1,292,706
Tax< credit against minimum tax 2,143 354,905
Provision for diminution in the value of investments 455,097 369,462
Provision against non-performing Islamic financing and related assets 4,040,512 3,871,299
Provision for gratuity 21,253 21,253
Impairment of goodivill 37,001 74,118
[jarah financing and related assets 108,229 1,018
Crthers 533,770 &06,559

I N T K= P
Deferred tax credits arising due to:

Fair value adjustments relating to net assets acquired upon amalgamation (103,641 (o, 157 )
Accelerated tax depreciation (120,472} (192,081}
Surplus on revaluation of fixed assets (645,201) (660,800}
Surplus on revaluation of nor-banking assets (5,149 (4,632
Surplus on revaluation of available for sale securities (145,325) (404,091}
Net investment in finance lease (81,603) (81,603;

BT (L7 LoeD
B30 T 5R0.550

13.1 The holding company has aggregate tax losses of Ra. 10,137.963 million as at December 31, 2017 which inclucles
teoc losses of defunct KASE Bank Limited (now amalgamated with and into the Bank). The management has
carried out an assessment for estimating the benefit of these losses, the Bank would be able to set off from the
profit earned in future years against these carry forvward losses. Based on this assessment the management has
recognised deferred tax debit balance amounting to Rs. 3,548.284 million. The amount of this benefit has been
determined based on the projected financial statements for the future periods as approved by the Board of
Directors. The determination of future taxable profit is most sensitive to certain key assum ptions such as cost to
income ratio of the Bank, deposit's composition, kibor rates, growth of deposits and financing, investrnent
returns, product mix of financing, potential provision against assets / financings, recoveries from
non-performing loans and branch expansion plan. Any significant change in the key assumptions may have an
effect on the realisibility of the deferred tax asset.

2017 2016
14 OTHER ASSETS e Rupees in 000 ———
Profit / return accrued in local currency 2,533,016 2,526,703
Profit / return accrued in foreign currency 4,972 1,093
Advances, deposits, advance rent and other prepayments 775,157 915,328
Nornrbanking assets acquired in satisfaction of claims 141 1,768,418 1,665,910
Lease rental receivable - 44,641
Branch Adjustment Account - 53,761
Defined Benefit Plan aszets 34.3 - 35,373
[nsurance claim receivable 28,704 13,250
Receivable against First WAPDA Sukuk 14.2 50,000 50,000
Stationery and stamps in hand 13 7
Trade debts 14.3 117,803 197,968
Receivable against Mutual Funds - 16,041
Receivable from FSX against sale of shares 10.6.15 4,488 -
Unrealized gain on forward foreign exchange contracts - 1,541
Unrealized gain on forward sale contracts 2,359 -
Cther receivables 184,533 329505
TIEI85 - T 5.5 IV
Less: Provision held against other assets 14.4 (672,888) (660,281)

Other assets (net of provisions) 4790,5975 2,58 2]
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14.1 The market value of Non-Banking assets acquired in satisfaction of claims is Rs. 1,258.478 million (2016 Rs.
1,149.326 millior). The impairment amounting to Rs. 523,106 million (2016& Rs. 523,106 million) is included in
provigion held against other assets.

142 The Group had purchased 10,000 certificates on June 25, 2009 of first Wapda sukuk through a negotiated
transaction for a cash consideration of Ra. 50.228 million having face value of Rs. 50 million. These certificates
weere available in the seller’s Central Depository Company (CDC) account and on completion of the transaction
weere transferred to the Group’s CDC account. However, the periodic [jarah Rental dues were not paid to the
Group on the plea that there exists certain discrepancy with respect to ownership of the asset. The amount has
been shown under "other assets” as the certificates were matured in 2012 as per the terms of the sukuk issue. The
Group has not recognised any provision in respect of the above amount as it is fully secured through a lien over
a deposit account.

14.3 This includes receivable from NCCPL amounting to Rs. 0.075 million (2016: Rs. 92.88 million) in respect of

trading in securities settled subsequent to the year end.

Note 2017 2016
144 Provision held against other assets —-—- Rupees in ‘000 -——— —
Opening balance £65,281 670,355
Charge for the year LU (8]
Reverzals - (5,143
=0 S07%
Clozing balance 67 L0 685,451
15 BILLS PAYABLE
InFPakistan 2,988,996 2,273,934
Cutside Pakistan - -
TIRR.O9G . 0.073,.00d
16 DUE TO FINANCIAL INSTITUTIONS

InPakistarn 15,570,390 6,066,307
Outside Pakistan - -

T5 570,500 SUe5,30

16.1 Details of due to financdial institutions secured f unsecured
Secured
Acceptances from State Bank of Pakistan:
- under Ielamic Export Refinance Scheme 161.1 3,103,502 2,208,550
- under scheme of amalgamation 161.2 2,581,488 2,360,757
Musharalkah Acceptance 161.3 5,000,000 -
Unsecured
Wakalah Acceptarnce 161.4 585,000 -
Musharakah Acceptance 1615 4,300,000 1,500,000

15,570,390 6,066,207

16.1.1  The acceptances are on a profit and loss sharing basis and are secured against demand promissory notes executed
in favour of the State Bank of Pakistan (SEF). Alimit of Ra 5,000 million (2016: Re. 5,000 million) was allocated to
the Bank by the SBF under Islamic Export Refinance Scheme for the financial year ended December 31, 2017,

16.12  This represents amortised cost of a 10 year financing facility of Rs.5,000 million extended by the State Bank of
Fakistan (3BF). The facility is secured against Government of Fakistan Jjarah Sukuk. The 10 year facility was
provided on the basis of Mudarabah to e remunerated at profit sharing ratio declared by the Bank on its

remunerative current accounts on monthly basis (the last declared rate in this respect is 0.01% per annum).

16.1.3  The profit rates on this agreements is 5.83% (2016: Nil) per annum and has maturity in 209 days (2016 Nil).
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16.14  The profit rate on this agreement s 5.75% (2016: Nil) per annum and the agreement has maturity in5 days (2016:
Nil).

16.15  The profit rates on this agreements is 5.65% to 5.70% (2016: 5% to 5.25%) per annum and has maturity in 2to 18
days (2016: 30 days to 51 days).

162 Particulars of due to finandal institutions with respect to currencies
Note 2017 2016
——————— — Rupees in ‘000 —————-
In local currency 15,570,390 6,066,307
In foreign currencies - -
15,570,350 6,066,307
17 DEPOSITS AND OTHER ACCOUNTS
Customers
Fixed deposits 42 404 505 41,134,961
Savings deposits 56,855,719 47,774,326
Current accounts - non-remunerative 58,026,421 48 BET 422
Margin accounts - non-remunerative 592,600 516,032

1Sy YR s SO Y= AL )

Financial Institutions

Remunerative deposits 20,932,908 15,479,103

Norrremunerative deposits 189,425 364,504
179,001 578 153,826,344

17.1 Particulars of deposits

Inlocal currency 175,264,523 151,049,608
[n foreign currencies 3,737,085 2,776,740
179,001,578 153,826,348

18 OTHER LIABILITIES

Profit / return payable in local currency 774,724 661,170
Profit / return payable in foreign currendes 4,676 2,037
Accrued expenses 445,870 526,307
Deterred Murabahah Income - Financing and IERS 11111 153,187 138,308
Deferred Murabahah Income - Commodity Murabahah 94,091 396,149
Payable to defined contribution plan 5,023 1,899
Payable to defined benefit plan 2,210 6,036
Defined Benefit Plan liabilities 34.3 45,742 -

Security deposits against [jarah and others 2,403,247 2,609,554
Provision against off-balance sheet obligations 181 129,093 299,093
Surplus income of quarantined entity held for future admissible expenses 95,860 133,693
Receipt appropriation account 155543 87,538
Current taxation (provisions less payments) 120321 147,442
Provision against other tax liabilities 18.2 27,251 199,067
Sundry creditors 870,536 1,072,462
Payable to brokers against purchase of shares - net 21 184568
Unrealized loss on forward foreign exchange contracts 85 -

Unrealized loss on forward zale contracts - 23,580
Charity payable 1832 2,679 2,145
Retention money payable 17,474 27,611
Branch adjustment account 38,247 -

WWE payable 23,723 23,723
Others 31,289 211,895

5,445,715 6,760,717
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207 2016
18.1 Provision against off-balance sheet obligations ~ —— Rupeesin 000 ——
Opening balance 299,093 394, 456
Transferred to provision against Islamic finandng and related
asszets and Advances (170,000} (95,363)
Closing balance 129,093 299,093
182 Provision against other tax liabilities
Thiz balance represents provision against certain outstanding tax matters.
18.3 Charity payable
Opening balance 2,145 3,956
Additions during the period
- Received from customers on delayed payment ¥56d 6,5
- Shariah norrcompliant incotne 239 170
TT0S 58
Distribution of Charity
- Education T2 200 TR0
- Health (2,300 (5,047
- Islamic Microfinance (700 (5007
- Community Development (2,250 (2,700
TS.5500 0007
Accrual of profit on charity account 21 238
Closing balance 2,679 2,145
18.3.1  Charity was paid to the following:
Ahmed E. H. Jaffer Foundation 250 -
Akhuwat Foundation 700 500
Alamgir Welfare Trust International S50 500
Bait us Salam Education Foundation 200 -
Bait us Salam Welfare Trust 500 -
Centre for Development of Social Services 300 -
DiyaPakistan 200 200
D M. Nasir Jamal Fasha - 200
Ghousia Free Dispensary 200 -
Indus Hospital 700 500
Infaq Memorial Trust - 700
Karachi Relief Trust 150 -
Kharadar General Hospital 700 200
Koohi Goth Hospital 200 200
Markaz-e-Umeed 200 -
Mr. Sajid Inayat - 322
Mrs. Ishrat Afzal Butt - 1,900
Ire. Shahnaz Khan 150 975
Mz Mehak Fuba - &0
National University of Sciences & Technology 500 -
Pakistan Navy Education Trust (FNET) 200 -
Pakistan Navy Educational Trust - Bahria Model School 250 -
Qindeel Academy - 200
Sahara Public Rights Welfare 200 -
Saylani Welfare International Trust - 500
Shoukat Khanum Memorial 500 500
%yeda Anayah Nadeem - 250
asha Trust R00 -
The Citizen Foundation 1,000 500
Wasil Trust Charity - 1,000
8,660 9,207

1832  Charity was not paid to any staff of the holding company or to any individual / organisation in which a director
of the holding company or his spouse had any interest at any time during the year.
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19 SHARE CATPITAL
19.1  Authorised capital

2017 2016 Note 2017 2016
———-Number of Shares — Rupees in 000 -———
1,300,000,000 1,300,000,000 Crdinary shares of Re.10 each 13,000,000 13,000,000
192 TIssued, subscribed and paid up capital
2017 2016
——————— Number of Shares ————

Ordinary shares of Rs 10 each
1,007,512,080 1,007,912,090  Fully paid incash 10,079,121 10,079,121

20 RESERVES

Statutory Regerves 20.1 676,266 363,636
Reserve for bad debts and contingerncies 20.2 250,000 250,000
926,266 513,636

201 Under section 21 of the Banking Companies Ordinance, 1962 an amount of not less than 20% of the profit of the
holding company is to be transferred to create a reserve fund till such time the reserve fund and the share premium
account equal the amount of the paid up capital of the holding company (i.e. Bank). Thereafter, an amount of not
leas than 10% of the profit is required to be transferred to such reserve fund.

202  The Board of Directors of the holding company in its meeting held on March 6, 2015 had approved transfer of an

amount of Re. 250 million out of "unappropriated profit” to "reserve for bad debts and contingencies”.

Note 207 2016

————— Rupeesin 000 ——
21 SURFLUS ON REVALUATION OF ASSETS
Surplus { (Deficit) arising on revaluation of:

Fixed Assets (attributable to equity shareholders of the Bank) 211 830,265 840,664

Non Barking Assets (attributable to equity shareholders of the Bank)  21.2 176,178 67,968
Aorailable for sale securities, attributable to:

- BEquity shareholders of the Bank 22114 Bl6,604

- Nor-controlling interest (25,675) 26,061

21.3 195,485 Bal,08h

To0T,013 T7IT

21.1 Surplus on revaluation of fixed assets

Freehold Land 112,087 112,087
Building on lease hold land

Surplus on revaluation of fixed assets at January 1 1,120,887 1,136,858
Transferred to un-appropriated profit / (accumulated loss) in respect of
incremental depreciation charged during the year (10,358) (10,381
Related deferred tax ligbility in respect of incremental depreciation
charged during the year (5,559 (5,590)
(15,997} (15,971}
1,104,890 1,120,887
Related deferred tax liability on surplus as at January 1 (392,310) (397,900)
Related deferred tax ligbility in respect of incremental
depreciation charged during the year 5599 5,590
36,/ 11 [252,310)
718,179 TBETT
w30,266 wd0,664
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212 Surplus on revaluation of Non Banking Assets
Freehold Land

Surplus on revaluation of Non Banking Assets at January 1
Surplus recognized during the year

Building on lease hold land
Surplus on revaluation of Non Banking Assets at January 1
Surplus recognised during the year

Transferred to un-appropriated profit / (accumulated loss) in respect
of incremental depredation charged during the year
Related deferred tax ligbility in respect of incremental depreciation

charged during the year

Related deferred tax liability on surplus as at January 1
Related deferred tax ligbility on surplus arising during the year
Related deferred tax liability in respect of incremental depreciation

charged during the year

213 Surplus on revaluation of available for sale securities

Federal Government Securities

- GOP Jjarah Sukuks - Islamic

Sukuk certificates
- Sukuks listed
- Sukuks unlisted

Fully paid up ordinary shares / Units
- Modaraba Certificates - [slamic
- Ordinary shares of listed companies - Islamic
- Units of Open end Mutual Funds - Tslamic
- Al Jomaih Power Limited (pertaining to BIPL Securities
Limited) - Conventional

Related deferred tax ligbility

2z CONTINGENCIES AND COMMITMENTS

22.1  Transaction-related contingent liabilities

Contingent liabilities in respect of performance bonds, bid
bonds, warranties, ete given favouring
- Government

- Others

222 Trade-related contingent liabilities
Import letter of Credit

Acceptances

223 Suit filed by customers for recovery of alleged losses suffered, pending
in the High Court, which the Group has not acknowledged as debt

2017

2016

-——Rupees in ‘000 ——

59367 -

107,252 53,367
TE6,510 TO75

13,233 -
1,890 13,491
(270) (168)
(145) (20
(415 58,
TL708 12,233

(4632) .
(662) (4,722)
145 a0
5,140 Lo00)
OELD 8,601
T76,175 £7,068
415,764 1,096,826
(585) 1,721
(0) (3,783)
6,513 9,019
34,468 (2,368)
(990) 50
(114,376) 135,821
AT To35,736
(145,325) (404,091}
T, 150 T
704,137 875,950
9,293 558 11,828,695
0,057,655 T2 70T 645
5,808,063 4,248,098
1,627,253 1,983,434
195716 RPN
150,000 150,000
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22.3.1 These mainly represent counter claims filed by the borrowers for restricting the Group for
disposal of assets (such as mortgaged / pledged assets kept as security), cases where the Group
was proforma defendant for defending its interest in the underlying collateral kept by it at the
tirne of financing,

22.3.2 Consequent to the amalgamation of KASB Bank Limited with and inte BanklIslami Pakistan
Limited as at May 7, 2015 certain cases have been filed by individuals pertaining to
amalgamation in which the Group has been made a party The management based on the
opinion of its legal counsel is confident that there will be dimissed by the Honourable Couut.

224  The Deputy Commissioner Inland Revenue (DCIR} passed certain assessment orders against
the Group vide letter no 06/97/2012, 07/97/2012 and 08/97 /2012, all dated September 25,
2012 under Section 33 of the Federal Excise Duty Act 2005, wherein aggregate demand of
federal excise duty of Rs. 69.431 million was raised against the Group mainly in respect of
income from dealing in foreign currencies and certain dispute regarding deposit of the amount
amongst Federal and Provincial government.

The Group filed an appeal for the stay of the above demand before the Appellate Tribunal
Inland Revenue (ATIR) after the assessment order were confirmed by the Comumissioner Inland
Revenue (Appeals). The stay application was heard on February 23, 2013. The ATIR accepted
the stay application and had verbally directed that no recovery of demand should be initiated
against the holding company till the decision of the main case by the ATIR. The holding
company had initially deposited an amount of Rs. 10.4 million for filing appeal against the said
case. During the year 2015, the holding company had further deposited an additional amount
of Rs. 8 million on the verbal instructions of the authorities. The ATIR has set aside the stay
appeal in respect of income from dealing in foreign currencies and remanded back the case to
the Commissioner Inland Revenue for fresh reassessment proceedings. The management of the
holding company is confident that the above matter will be decided in favour of the holding
company and therefore, no provision for any liability which may arise in this respect has been
made in these consolidated financial statements.

22.5  The ownership of the Group in respect of its investment in 400,000 certificates of Modaraba
Al-Mali costing Rs. 2,972,822 was disputed by a person. The Group rejected this claim and filed
a suit against that party in the High Cowrt of Sindh claiming damages of Rs 20,000,000. The
High Court granted an injunction in favour of the Group along with an order restraining the
person to deal with the shares pending future hearing and disposal of the suit. The winding up
petition as filed by the same party was also dismissed by the High Court.

After dismissal, the party filed a suit against the Group in the Banking Court, Karachi, claiming
Rs 19,200,000. The management of the Group, based on the opinion of the Group's lawyer, is
confident that the Group has a strong case and the suit filed against the Group will be
dismissed. Accordingly, no provision has been made in these financial statements in respect of
the above.

22.6  The audited financial statements of the defunct KASB Bank Limited as at May 07, 2015 include
a sum of Rs. 981.410 million respresenting advance against issue of right shares which had been
treated as a part of equity This amount was received from Mr. Nasir Ali Shah Bukhari, a former
sponsor of the defunct KASB Bank Limited and other shareholders. The defunct KASE Bank
Limited, when it was under the management and control of M Bukhari, did not issue shares
against the said advance, amongst other reasons, due to default on the part of the sponsors for
meeting the minimum capital requirement. The amount was reported by the defunct KASB
Bank Limited as a part of the shareholders equity in the financial statements with the



permission of SBP consistent with the practice followed by other Banks in Pakistan. The
defunct KASB Bank Limited is now amalgamated with and into the BIPL, with effect from May
7, 2015, as per the Scheme of Amalgamation sanctioned by the Federal Government. The KASB
Corporation Limited and one of its sponsors has filed a suit no: 1102/2015 in the Honorable
High Court of Sindh, wherein, they prayed for restraining the BIPL from using or transferring
the amount of advance for any purpose whatsoever during the pendency of the instant
proceedings. Pursuant to the said suit, an order has been passed by the Honorable High Count
of Sindh on July 1, 2015, whereby, the Bank has been asked to submit a statement of financial
position and keep the amount in the same position. The Bank is of the view that, in addition to
other reasons, as Advance against future issue of right shares appeared as shareholders equity
in the financial statements prepared by the defunct KASB Bank Limited itself, it did not form
part of the assets and liabilities of the defunct Bank transterred to the Bank under the scheme
of amalgamation. The same position has been maintained.

22.7  After the acquisition of defunct KASB Bank, the Group came to know about certain
transactions, identified by SBP including but not limited to fraudulent activities. SBP instructed
the Bank to initiate legal actions in this respect and accordingly separate complaints have been
lodged with National Accountability Bureau (the Bureau) which were later converted into
formal inquiries by the Bureau. It may be noted without prejudice to the Bank's claim, the
related amounts have not been recorded in these financial statements as a matter of prudence.

228  The Income Tax authorities Substituted Section 5A of Income Tax ordinance 2001 through
Finance Act 2017 which requires one of the Group company to be subjected to additional tax of
7.5% of the accounting profit before tax if it fails to distribute at least 40 % of profit after tax
within six months of the end of tax year through cash or bonus. However, company has filed an
appeal before the Honorable High Court of Sindh at Karachi. The Honorable High Couwrt of
Sindh has granted Stay orders in favour of the company and the proceedings thereof are
pending till date. The management is confident that the eventual outcome of the matters will
be decided in favour of the company Accordingly, no provisions has been made in these
financial statements.

2017 2016
229  Commitments in respect of contracts -——— Rupees in 000 -——
Purchases
- Forward purchase of foreign currencies 1,269,645 5,974,455
Sales
- Future sale of shares 157,705 478565
- Forward sale of foreign currencies 1,575,981 6,336,881
2210 Commitments for the acquisition of operating fixed assets 152,968 217,107

2211 Commitments in respect of financing facilities
The Group makes commitments to extend financing in the normal course of its business but

these being revocable commitments do not attract any significant penalty or expense if the
facility is unilaterally withdrawn.
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22.12 Taxation

22.12.1 The income tax returns of the holding company have been filed and tax assessments have been
made by the tax authorities upto tax year 2016. The returns filed for the tax year 2014 to tax year
2016 are treated to be deemed assessment order under section 120 of the Income Tax Ordinance,
2001.

22.12.2 During the vear 2014 (relating to the defunct KASB Bank Limited), the learned Additional
Commissioner Inland Revenue (ACIR) passed amended assessments order under section
122(5A) of the Income Tax Ordinance, 2001 for tax Years 2011 and 2013 by imposing minimum
tax on turnover disregarding gross loss position of the bank. ACIR has also amended taxability
of capital gain and dividend income. The aggregate tax impact comes to Rs.116.002 million.
Against the said order, the bank filed appeal before the Commissioner Inland Revenue -
Appeals (CIRA). During the year the learned CIRA issued order under section 129 of the
Ordinance by deleting the tax charged on capital gain and dividend income and upheld the
levy of minimum tax. The learned ACIR has passed appeal effect order under section 124 of the
Ordinance. After appeal effect order the aforesaid demand has now been reduced to Rs.89.928
million. Against the order of the learned CIRA , the Group has filed an appeal before the
Honourable Appellate Tribunal Inland Revenue (ATIR). However, the department has filed
appeal against the CIRA Order on the issue of capital gain and dividend income. Therefore,
cross appeal for the tax year 2011 and 2013 is pending before ATIR.

22.12.3 During the year 2014 (relating to the defunct KASB Bank Limited), in respect of Income tax
assessments of International Housing Finance Limited (amalgamated into the defunct KASB
Bank Limited during the year ended 31 December 2007) for tax year 2005, CIR Appeals has
maintained the order of the Taxation Officer to the extent of disallowances relating to income
from carry over transactions and gain on sale of property having an aggregate tax impact of Rs
12.997 million. The defunct KASE Bank Limited has preferred appeals before the ATIR for tax
year 2005.

22.124 During the year 2013 {relating to defunct KASB Bank Limited), the Appellate Tribunal Inland
Revenue (ATIR) passed an order for the tax years 2005 to 2009 in favour of the defunct KASB
Bank Limited by allowing certain deductions including provision for non-performing
advances, impairment on investments, other provisions, amortization of goodwill and
allocation of expenses having an aggregate tax impact of Rs. 712.550 million. However, the
ATIR has disallowed deductions relating to carry over transactions having tax impact of Rs.
86.377 million for the tax years 2005 to 2008. The defunct KASB Bank Limited has preferred an
appeal before the Honorable High Court of Sindh against the said decision of the ATIR. No
development has taken place during the current period.

22.12.5 During the year 2013 (relating to defunct KASB Bank Limited), the Income tax assessments of
KASBE Capital Limited (amalgamated into the defunct KASE Bank Limited during the year
ended 31 December 2008) for tax years 2008 and 2009 were amended by the Taxation Officer to
the extent of apportionment of expenses having an aggregate tax impact of Rs 125.880 million.
The Bank has preferred an appeal betore the Honorable High Court of Sindh against the said
decision of tax authorities. No development has taken placed till the current period.

22.12.6 For tax years 2003 and 2004 (relating to defunct KASE Bank Limited), the Commissioner Inland
Revenue Appeals (CIR Appeals) has passed appellate orders on account of certain
disallowances in respect of income from carry over transactions, provision against non
performing advances, bad debts and certain other items having an aggregate tax impact of Rs.
33.748 million. The defunct KASB Bank Limited has preferred appeal before the Appellate
Tribunal Inland Revenue (ATIR) against the above referred orders of the CIR Appeals. No
development has taken place during the current period.




22.12.7 For assessment years 2001-2002 and 2002-2003 and tax years 2003, 2004 and 2005 (relating to

defunct KASBE Bank Limited) the income tax authorities of AJK region have passed appellate
orders by adding interest on surplus funds transferred to head office, resulting in an additional
tax demand of Rs. 14.587 million. The defunct KASB Bank Limited has filed reference with the
Azad Kashmir High Court against such additions for the above mentioned assessment/ tax
years uptc 2004. For tax year 2005, the Commissioner Income Tax (Appeals) - AJK has passed
order in favour of the defunct KASB Bank Limited . However, the tax department has preferred
appeal before the Appellate Tribunal Inland Revenue (ATIR) - AJK against interest on surplus
head office funds, having tax impact of Rs. 5.337 million. For tax years 2006 and 2008, AJK tax
department passed orders under section 122(5A) of the Ordinance. As a result of these orders ,
aggregate demand of Rs 19.178 million was raised against the defunct KASB Bank Limited .
However, the order for the tax year 2008 has subsequently rectified under section 221 of the
Ordinance. Thereby aggregate demand for tax year 2006 and 2008 reduced to Rs.13.304 million.
During last year the learned Commissioner Income Tax {Appeals) - AJK has passed orders
under section 129 of the Ordinance for the tax year 2006 and 2008 whereby he has confirmed all
additions. Therefore, the defunct KASE Bank Limited has preferred an appeal before the ITAT
- AJK. An appeal against the order of CIRA for the tax year 2006 and 2008 has been filed by the
Bank before the A ppellate Tribunal Inland Revenue (ATIR}- AJK.

22.12.8 In respect of tax year 2009 and 2010 the Additional Commissioner {(Inland Revenue) under

section 122(5A) of the Income Tax Ordinance, 2001 amended the return submitted by the Bank
by adding / disallowing certain expenses / deductions. The Bank filed an appeal against the
said decision with the Commissioner (Inland Revenue Appeals). The Commissioner (Inland
Revenue Appeals) had deleted certain disallowances and remanded back the remaining
disallowances to Additional Comimissioner (Inland Revenue). The remanded back
disallowances were further restricted to Rs. 29.911 million and Rs 46.009 million respectively
for Tax year 2009 and Tax year 2010. The Bank has filed appeal before the Commissioner
{Inland Revenue A ppeals) against these disallowances / add backs.

22.12.9 In respect of tax year 2011, the Additional Commissioner {Inland Revenue) under section

2213

23

122(5A) of the Income Tax Ordinance, 2001 amended the return submitted by the Bank by
adding / disallowing certain expenses / deductions resulting in reduction of losses claimed by
the Bank by Rs. 306.387 million. The Bank has filed an appeal against the said decision with the
Commissioner (Inland Revenue Appeals).

The management, based on the opinion of its tax advisor, is confident about the favourable
outcome of the above matters and consequently no additional provision has been made in these
financial statements.

2017 2016
------- Rupees in "000 -------
Other commitments
Bills for collection 1,753,408 1,806,470
PROFIT { RETURN EARNED
On financings to:
- Customers 6,686,518 5,401,723
- Financial institutions 1,105,459 2,242,709
= 77OL%Y T 7644457
On investments in available for sale securities 2,408,000 2,386,777
On deposits / placements with financial institutions 43,916 8,586
Others 79,334 76,044

10,525,727 10,115,559




Annual Report 201 7

|__|_‘_|_._

b

LR

A

24

25

26

26.1

27

27.1

Note 2017 2016
PROFIT / RETURN EXPENSED -—— Rupees in ‘000 ——
Deposits 4,663,305 4,858 482
Due to financial institutions 567,197 05,706
5,230,502 5,764,184
GAIN ON SALE OF SECURITIES
Unlisted Securities
Shares 20,899 -
Mutual Funds 57,796 -
Sukuk certificates 43,405 97,772
o700 =)
OTHER INCOME
Rent on property 10,349 12,739
Gain on termination of financing 35,656 3,274
Gain on sale of property and equipment 13577 29855
Amount recovered from staff 26.1 6,154 6,263
Income from tracker charges 12,116 8,115
Others - 7427
BT TETS
Represents amount recovered from outgeing employees in respect of unserved notice period.
Note 2017 2016
————— — Rupeesin 000 ———
ADMINISTRATIVE EXPENSES
Salaries, allowances, and other bensfits 27.1 2,627,558 2564446
Charge for defined benefit plan 34.6 81,604 73,126
Contribution to defined contribution plan 35 86,632 74,415
Non-executive directors’ fees, allowances and other expenses 4,153 1,820
Remuneration to Shariah Board Members 900 900
Takaful and tracker charges on consumer car [jarah 195,075 179,805
Rent, taxes, insurance, electricity, ete. 1,215,181 1,160,315
Legal and professional charges 46,164 44, 484
Communications 181,718 233,850
Repairs and maintenance 164,367 148581
Stationery and printing 103,919 78,914
Advertisement and publicity 89,137 141,830
Auditors remuneration 27.2 10,347 8565
Depreciation on operating fixed assets 707,844 634,381
Armortisation 63,180 60,927
Depraciation on non banking assets 6,634 6,533
CDC and share registrar services 16,580 18,273
Entertainment expense R4,166 49,497
Security service charges 305,408 305,532
Brokerage and commission 6,585 28,253
Travelling and conveyance 30,943 34,192
Fees and subscription 178 557 158,243
Wehicle running and maintenance 72,167 53,487
Others 46,558 94,600
6,295,778 5,154,965

This includes Rs. 165.795 million (2016: Rs. 142.411 million) paid to employees in respect of car monetisation

allowance.
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30.2

2017 2016
-—-— Rupees in 000 ———

Auditors’ remuneration

Audit fee 5,423 4,363
Fee for the review of half yearly finandal statements 1,726 1,500
Special certifications and sundry advisory services 2,248 1,660
Out-of-pocket expenses S50 1,052
072 £330
OTHER CHARGES
Penalties imposed by the State Bank of Pakistan 21,733 1,044
Worker's Welfare Fund - 16,692
21,753 17,756
FINANCIAL RESULTS OF BIPL SECURITIES LIMITED
Total income for the period 396,428 308,288
Total expenses for the period 317,392 208820
Profit before taxation ERINT) 945
Tazation
- Current IERE] TRES
- Prior years (941) (5807
- Deferred 26,393 (10,983)
50 WALy
Profit { (loss) after taxation 34,447 11,175
TAXATION
- Cutrent year 141,711 106,229
- Prior years 74 20y
- Deferred (1,560,361 283,779
TTATR576) O,

The numerical reconciliation between average tax rate and the applicable tax rate has not been presented in these
congolidated financial statements as the provision for current year income tax has beert made under section 113
of theIncome Tax Ordinance, 2001 (minimum tax on turnover) due to available tax losses brought forvward from
prior years.

Under Section 114 of the Income Tax Ordinance, 2001 (Ordinance), the holding company has filed the return of
income for the tax years 2006 to 2017 on due dates. These returns were deemed completed under the provisions
of the prevailing income tax laws as applicable in Pakistan during the relevant accounting years.

During the year, the Bank revised its income tax return for the tax year 2016 and also reassessed the cornsequential
impact of such revision on the tax provision for the year 2017 based on technical advice from its consultant.

Az per the above revision, certain elements of the accumulated tax losses are conszidered az eligible for
adjustrnents in tax year 2016 and 2017 due to change suggested by the consultant in the manner in which certain
tax adjustments may be claimed in respect of the said years. As a result of the dbove, the carry forward tax losses
in respect of accumulated tax depreciation and provision for finandngs have increased as of 31 December 2017
writh a deferred tax impact of Rs. 1,754.62 million.
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31 BASIC AND DILUTED EARNINGS PER SHARE  Note 2017 2016
——- Rupees in ‘000 ——

Profit after taxation for the year
{ Attributable to equity shareholders of the Bank) 1,676,676 644,503

——— Number of shares ——

Weighted average number of ordinary shares in issue 1,007,912,090 1,007,912,090
— Rupees ——
Earnings per share - basic / diluted 31.1 1.6035 0.6394

31.1  There were no convertible / dilutive potential ordinary shares outstanding as at Decemiber 31, 2017

and December 31, 2016.
Note 2017 2016
32 CASH AND CASHEQUIVALENTS ———— Rupees in ‘000 ——
Cash and balances with treasury banks 7 11,784,180 8,921,433
Balances with other banks 8 1,149,355 1,324,167
12,955,050 10,245,000
2017 2016

—— Number of employees—
33 STAFF STRENGTH

Permanent 2,694 2511
Contractual basis 854 877
Group’s own staff strength at the end of the year 3,045 3,008
Qutsourced 679 643
Total staff strength 4,227 4,051

34 DEFINED BENEFIT PLAN
341  General description

The Group operates separate gratuity funds for its employees of the holding company and the
BankIslami Modaraba Investments Limited. The fund entitles the members to lump sum payment at
the time of retirement, resignation or death. Pevmanent staff are eligible for such benefits after three
years of service.

The number of emplovees covered under the defined schemes are 2,538 (2016: 2,392).The latest
actuarial valuation of the holding company’s gratuity scheme was carried out as at December 31,
2017 and BankIslami Modaraba Investments Limited as at June 30, 2017. Projected unit credit
method, using the following significant assumptions, was used for the valuation of the defined

benefit plan:
2017 2016
342  Actuarial assumption Percent
-Valuation Discount Rate 9.50% 9.50%
-Salary Increase Rate 8.50% 9.00%
-Expected Return on Plan Assets 9.50% 950%

Assumptions regarding future mortality are set based on actuarial advice in accordance with
published statistics and experience in Pakistan. The rates assumed are based on the adjusted SLIC
2001 - 2005 mortality tables with one vear age setback.
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2017 2016

343  Reconciliation of receivable from defined benefitplan ~ ——— Rupees in ‘000--——

Present value of defined benefit obligations 320,540 271,842

Fairvalue of plan assets (283,799 (307,215

Asset ! (liability) recognised in the consolidated statement of

financial position 45,741 (35,3733
I
344  Plan assets consist of the following:
2017 2016
{Rs in “000) % {Rs in 000} %

Hold ing:

Amount in Bank 227,662 80.22% 245,040 7O.76%

Units of Mutual Funds 53,958 15.01% 61,397 19.99%

Subsidiary assets 2,179 0.77% 778 0.25%

285,700 TO % 307,215 TO0%
345 The movement in the defined benefitobligation over the vear is as follows:
2017
resent Fair value
value of of plan Total
obligation assets

———————————— {Rupees in 000} ——————

AtJanuary 1 979,349 (307,723) (35,374)
Currentservice cost 84,963 - 84,963
Return expense | (income) 24,438 (27,7973 (3,359
381,750 (335,520 46,230
Remeasurements:
-Return on plan assets, excluding amounts included
in interest expense { (incomse) - 47 47
-Gain from change in financial assumptions {100 - {100
-Experience (gains) / losses (22,1100 22,042 (68)
(22,2100 22,089 (121)
358,540 (313,431) 46,109
Transferees 680 (680) -
Contribution - (368) (368)
Benefit payments (30,680) 30,680 -
At December 31 329,540 (283,799) 45,741
2016
Present Fair value
value of of plan Total
obligation assets

AtJanuary 1 215,794 (242,291} (26,497)
Current service cost 79,263 - 79,263
Return expense { (income) 21,617 (27,754) (6,137
16,674 070, 045) 15,600
Remeasurements:
-Return on plan assets, excluding amounts included
in interest expense { (income) - 38 38
-Gain from change in financial assumptions (7 - (7
-Experience (gains) / losses (2.3,608) 5,663 {17,945)
(25,615) T, 701 17,014)
793, (50 (084, 540) 78,715
Contribution - (64,088) (64,088)
Benefit payments (21,217 21,217 -
At Decernber 31 71,840 (307,015 (35,573)
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346  Charge for the Defined Benefit Plan 2017 2010
—— Rupees in ‘000 ——
Current service cost 34,963 79,263
Net financial charges (3,559 (6,137)
81,604 73,126

347  The plan assets and defined benefit obligations are based in Pakistan.

348  The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Iin pact on defined benefit
obligation - Increase [ (Decrease)

Change in Increase in ~ Decrease in

assumption  assumption assumption

———-(Rupees in’000)}-——
Salary growth rate 10% 366,903 294,215
Life expectancy / Withdrawal rate 327,666 327,558

The above sensitivity analyses are based on a change in an assumption while holding all other
assumptions constant. When calculating the sensitivity of the defined benefit obligation to significant
actuarial assumptions the same method (present value of the defined benefit obligation calculated with
the projected wnit credit method at the end of the reporting period) has been applied as when
calculating the gratuity liability recognised within the Consolidated Statement of Financial Position.

349  The weighted average duration of the defined benefit obligation is 11.84 years (for holding company).

3410 Expected maturity analysis of undiscounted defined benetit obligation for the gratuity scheme is as

follows:
At December 31, 2017 Less than Between  Between 2-5 Over b Total
a year 1-2 years years vears
Rupees ‘000
Gratuity 17,900 15,121 58,075 1,179,603 1,270,699

3411 Funding levels are monitored on an annual basis and are based on actuarial recommendations.
Expected Gratuity Expense of the holding company for the next year works out to Rs. 76.404 million as
per the actuarial valuation report of the holding company as of December 31, 2017.

3412 Through its defined benefit gratuity plan, the Fund is exposed to a number of risks, the most significant
of which are detailed below:

The risk arises when the actual pertormance of the investments is lowe

Investment Risks than expectation and thus creating a shortfall in the funding objectives.

The nsk anses when the actual litetime ol retirees i1s longer than
Longevity Rislks expectation. This risk is measured at the plan level over the entire retiree
population.

The most common type of retirement benetit s one where the benelit is
Salary Increase Risk |linked with final salary. The risk arises when the actualincreases are higher
than expectation and impacts the liability accordingly.

The risk ot actual withdrawals varying with the actuarial assumptions can
Withdrawal Risk  |impose arisk to the benefit obligation. The movement of the liability can go
either way.

3413 The disclosure made in notes 34.1 to 54.12 are based on the information included in the actuarial
valuation report of the holding company as of December 31, 2017.
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35 DEFINED CONTRIBUTION PLAN (PROVIDENT FUUND)

The holding company operates a contributery provident fund for all permanent employees. The
employer and employee both contribute 10% of basic salary to the fund every month. Equal
monthly contributions by employer and employees during the year amounted to Rs. 86.632
million (2016: Rs. 74.415 million) each.

Jo  COMPENSATION OF DIRECTORS AND EXECUTIVES OF THE HOLDING COMPANY

resident | Chief Executive Directors Executives
2017 || 2016 2017 | 2016 2017 || 2016
Rupeesin 000

Fees - - 4,153 1,550 - -
Managerial remuneration 29,883 27,406 - - 468,559 431,708

Bonus - - - - 33,881 -
Charge for defined benefit plan - - - - 16,006 18,265

Salary in lieu of provident fund 2,327 2,741 - - - -
Contribution to defined contribution plan - - - - 39,027 31,280
Rent and house maintenance 642 757 - - 210,471 194,269
Ttilities 2,327 2,741 - - 46,772 43,170
Medical 2,327 2,741 - - 45,623 43,174
Others - - - - 114,420 49,454
47,000 46,380 4,153 1,550 974,809 811,320

Number of persons 1 1 7 7 560 478

36.1 The holding company's President / Chief Executive is also provided with car allowance of Rs.
5.449 million (2016: Rs. 5.419 million) as per the policy of the Bank.

36.2 In addition to above, the Executives have also been given car allowance amounting to Rs. 124,918
million (2016: Rs. 119.685 million) during the current year.

36.3 The remuneration and other benefits paid to the Chief Executive Officer of the BankIslami
Modaraba Investments Limited and BIPL Securities Limited amounted to Rs 8.559 million (2016:
8.562 million) and Rs 14.019 million (2016: 12.423 million) respectively.

37  FAIR VALUE OF FINANCIAL INSTRUUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

The fair value of quoted investments is based on quoted market prices. Unquoted equity
securities are valued at cost less impairment losses. The provision for impairment in the value of
investments has been determined in accordance with the accounting policy as stated in note 5.4.5
to these consolidated financial statements.

Fair values of all other financial assets and liabilities cannot be calculated with sufficient
accuracy as active market does not exist for these instruments. In the opinion of the
management, fair value of these assets and liabilities are not significantly different from their
carrying values since assets and liabilities are either short term in nature and in case of financing
and deposits these are frequently repriced.
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371 Off-talance sheet financial instruments 2017 2016
| Cost | Farvalue | Cost | Fairvalue
————————{Rupees in '000) ————————
Forward purchase of foreign currencies 1,265,645 1,270,703 5,974,735 5974455
I S N S
Forward sale of foreign currencies 1,575,961 1,583,801 5,857,020 5,855,003
Future sale of shares 157,705 153,437 478,565 481,878

372 The table below analyses financial and non-financial assets carried at fair value, by valuation method. The different
levels have been defined as follows:

- Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(thatis, as prices) orindirectly (that is, derived from prices) (Level 2).

- Inputs for the assets or liabilities that are not based on observable market data (i.e. unobservable inputs e.g.
estimated future cash flows) (Level 3).

2017

Level 1 Level 2 Level 3 Total
Items carried at fair value (Rupees in '000)
Financial Assets and Liabilities
Available for sale securities
Qrdinary shares - listed 434,126 - - 434,126
GOF Sukuks - 34,256,300 - 34,256,300
WAPDA Sukuks - 100,452 - 100,452
Modarabas 8,855 - - 8,855
Units of open ended mutual funds 4,031 - - 4,031
Held for trad ing securities
Ordinary shares - listed 182,176 - - 182,176
Commitments in respect of contracts
Forwrard purchase of foreign exchange contracts - 1,270,703 - 1,270,703
Forward sale of foreign exchange contracts - 1,583,801 - 1,583,801
Future sale of listed ordinary shares 153,437 - - 183,437
Non-Fintancial Assets
Operating fxed assets - Land and building - - 4,141,401 4,141,401
Non Banking Asset - - 1,258,478 1,258,478

2016

Level 1 Level 2 Level 5 Total
Items carried at fair value {(Rupees in '000)
Available for sale securities
Ordinary shares - listed 588,296 - - 588,296
GOP Sukuks - 38,853,454 - 38,853,454
WAPDA Sukulks - 233,931 - 233,931
Modarabas 11,361 - - 11,361
Units of open ended mutual funds 70 - - 70
Held for trading securities
Ordinary shares - listed 551,065 - - 551,065
Commitments in respect of contracts
Forward purchase of foreign exchange contracts - 5,974,455 - 5,974,455
Forward sale of foreign exchange contracts - 5,855,003 - 5,885,003
Future sale of shares 481,878 - - 481,878
Non-Financial Assets
Orperating fixed assets - Land and building - - 4,254,010 4,254,010
Non Banking Asset - - 1,149,336 1,149,336
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The Group's policy is to recognise transfers into and out of the different fair value hierarchy
levels at the date the event or change in circumstances that caused the transfer occurred.

There were no transfers between levels 1 and 2 during the year.

Valuation techniques used in determination of fair values within level 2

Item

Valuation approach and mput used

GO bukuks

The LAir valie of ol Ljatal oukuks and WALPD A SURUESs quoted are derived using PELSIY Laies. 1he
PKISEV rates are announced by FMA (Financial Market Association) through Reuters. The rates announced
are simple average of quotes received from 6 different pre-defined / approved dealers / brokers.

WAFDA
Sukuks

Investment in WAFDA Sukuks are wvalued on the basis of the rates announced by the Mutual Funds
Association of Pakistan MIUTFAF) in accordance with the methodoelogy prescribed by the Securities and
Exchange Commission of Pakistan.

Forward
foreign
exchange

[confrachs

The valuation has been determined by interpolating the mid rates announced by State Bank of Pakistan.

Valuation techniques used in determination of fair values within level 3

Ciperating
fixed assets -
Land and
building

Land and buildings are revalued by protessionally qualified waluers as per the accounting policy disclosed
in note 6.6.1. The valuers are listed on the panel of the Fakistan Bank's Association. The valuation is based
on their assessment of market value of the properties.

Lon Banking
Assets

TIOn DAnking assels are revalled DY PLolessionally qualllied VAILers a5 et e ACCOUnLng policy a15el05eq
in note 6.20. The valuers are listed onthe panel of the Pakistan Bank's Association. Thewvaluation is based on
their assessment of market value of the properties.

38

SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

The segment analysis with respect to business activities is as follows:

Trading & Retail Commercial Support Total
Sales Banking Banking Centre

{ in! )
% Rupees in '000
Total income 889,182 6,303,149 3,967,126 233,136 11,392,593
Total expenses 797,756 5,703,037 2,753,752 1,867,056 11,121,601
Net income { (loss) 91,426 600,112 1,213,374 (1,633,920 270,992
Segment assets (gross) 74072,473 20,596,848  121,009258  17,068127 232,766,706
Segment non-performing financings & advances - 1,776,465 13,975,241 85,339 15,837,045
Segtnent provision required - 1,441,664 10,176,190 56,093 11,673,947
Segrment liabilities 12,664,925 109,293,224 78,548,033 2,500,497 203,006,679
Segment return on assets (ROA) (%) 0.12% 2.91% 1.00% _ _
Segment cost of funds (%) 6.08% 211% 3.60% _ _

Trading & Retail Commercial Support Total
Sales Banking Banking Centre

2016 {Rupees in '000}
Total income 1,685,841 5,269,232 3,669,389 308,380 10,532,842
Total expenses 633,929 5,273,469 1,683,841 2,304,617 9,805,856
Net income / (loss) 1,051,912 (4237 1,985548  (1,996,237) 1,036,986
Segment assets (gross) 78585,072 17,351,038 54809632 6,822,790 197,568,532
Segment non-performing finandings & advances . 1,804,787 12,665,563 64122 14,533,967
Segment provision required - 1,402,588 10,683,220 46,476 12,132,284
Segment liabilities 7191550 91,817,563 65,856,893 4,061,300 168,927,306
Segment return on assets (ROA) (%) 1.34% -0.02%, 2.08% _ _
Segment cost of funds (%) 5.54%, 3,429, 4.40%, _ -
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39  RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational dIécismns
and include associated companies with or without common directors, principal shareholders,
retirement benefit funds, directors and their close family members, and key management
personnel.

The related parties of the Group comprise related group companies, principal shareholders, key
management personnel, companies where directors of the Group also hold directorship,
directors and t]PLEjI close family members and staff retirement funds.

A number of banking transactions are entered into with related parties in the normal course of
business. These include financing and deposits transactions. T'Eese transactions are executed
substantially on the same terms including profit rates and collateral, as those prevailing at the
t]'_11:11<e for comparable transactions with unrelated parties and do not involve more than a normal
risk.

Contributions to staff retirement benefit plan are made in accordance with the terms of the
contribution plan. Remuneration to the executives are determined in accordance with the terms
of their appointment.

Transactions with related Earties other than remuneration and benefits to key management

personnel including Chief Executive Officer under the terms of the employment as disclosed in
note 36 are as follows:
2017 2016
Associates e - Rupees 000 -----—--
Islamic Financing and related assets
At beginning of the year 722,105]* 93,514
Disbursed during the year 674,190 687,850
Repayments during the year (814,211) (14,089)
At the end of the year 532,084 767,070
Prepayments
At beginning of the year - 27,091
Additions during the year - 26,562
Amortised during the year - (46,966)
At the end of the year - 37,287
Deposits
At beginning of the year 36,199 16,289
Deposits during the year 8,143,322 11,024,912
Withdrawals during the year (8,153,672)| | (11,005,002}
At the end of the year 25,349 56,199
Payable on deposits 54 75
Receivable on financing 6,797 10,118
Contingencies and Commitments 128,170 103,227
Transactions, income and expenses
Profit earned on financing 51,455 51,790
Return on deposits expensed 738 662
Administrative expense 240 706
Other Income 176 -

* Balances pertaining to parties that were related at the beginning of the year but ceased to be
related during any part of the current period are not reflected as part of the opening balance of
the current year, ang
balances.

parties became related parties during the year have been added in opening




Kev management personnel

Islamic financing and related assets
At beginning of the year

Disbursed during the year
Repayments during the year

At the end of the year

Deposits

At beginning of the year
Deposits during the year
Withdrawals during the year
Atthe end of the year

Payable on deposits
Receivable on financing
Other receivables

Transactions, income and expenses

Profit earned on financing

Return on deposits expensed

Remuneration

Bonus

Proceeds on disposal of operating fixed assets
Gain on sale of operating fixed assets
Administrative expenses

Cther related parties

Islamic financing and related assets
At beginning of the year

Disbursed during the year
Repayments during the year

At the end of the year

Deposits

At beginning of the year
Disbursed during the year
Repayments during the year
At the end of the year

Payable on deposits

Receivable on financing
Contingencies and Commitments
Other receivables

2017 2016
----------- Rupees '"000 ----------
2242151 217,412
31,426 30,375
(43,975) (52,557)
211,666 195,230
27,962 * 19,079
267,450 285,149
(260,938) (271,132)
34,474 33,096
13 9
199 -
830 -
10,588 7,907
120 236
137,446 130,351
2,424 -
10 -
10 -
8,081 6
856,022 | * -
6,780,093 42,689
(5,735,737) -
1,530,578 42,659
770,305 |*[ 1,511,264
12,843,245 6,625,358
(12,711,469) {7,025,442)
902,081 1,111,180
20 4,277
11,882 -
722,177 -
- 17,830
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2017 2016
---------- Rupees '000 ---------

Transactions, income and expenses

Profit earned on financing 68,119 -
Return on deposits expensed 44,905 65,124
Administrative expenses - 19,961
Emplovee benefit plans

Contribution to employees gratuity fund 368 64,088
Charge for defined benefit plan 81,604 73,126
Contribution to employees provident fund 86,032 74,415

* Balances pertaining to parties that were related at the beginning of the year but ceased to be
related during any part of the current period are not reflected as part of the opening balance of
the current year, and parties became related parties during the vear have been added in opening
balances.

40  CAPITAL MANAGEMENT

Capital Management aims to safeguard the Group's ability to continue as a going concern so that
it could continue tc provide adequate returns to the shareholders by pricing products and
services commensurately with the level of risk. For this the Group ensures strong capital position
and efficient use of capital as determined by the underlying business strategy i.e. maximizing
growth on continuing basis. The Group maintains a strong capital base so as to maintain
investor, creditor and market confidence and to sustain future development of the business. The
impact of the level of capital on shareholders’ return is also recognised and the Group recognises
the need to maintain a balance between the higher returns that might be possible with greater
gearing and the advantages and security afforded by a sound capital position.

This process is managed by the Asset Liability Committee (ALCO}) of the holding company. The
objective of ALCO is to derive the most appropriate strategy in terms of the mix of assets and
liabilities given its expectations of the future and the potential consequences of interest rate
movement, liquidity constraints and capital adequacy and its implication on risk management
policies.

The Group prepares Annual Budget and Projections outlining its future growth and direction
keeping in consideration the economic and political factors in the country and region. Adequacy
of capital to support the expected growth in balance sheet is also ascertained.

Stress testing of the holding company is regularly performed to ensure that the holding
company remains well capitalised and able to sustain any shocks under any of the specified risk
factors.




The State Bank of Pakistan (SBP) introduced guidelines with respect to disclosure of capital
adequacy related information in the financial statements of banks vide its communication
dated February 4, 2014. These guidelines are based on the requirements of Basel III which
were introduced by the SBPin August 2013 for im plementation by the banks in Pakistan. The
SBP has specified a transitional period till 2018 for im plementation of Basel Il. The SBP vide
its BPRD Circular No. 11 of 2014 dated November 5, 2014 has specified the disclosure
requirements with respect to capital adequacy related information. The disclosures below
have been prepared on the basis of the SBP's circular

40.1 Goals of managing capital
The goals of managing capital of the Group are as follows:

- To be an appropriately capitalised institution, considering the requirements set by the
regulators of the banking markets where the Group operates;

- Maintain strong ratings and to protect the Group against unexpected events; and

- Availability of adequate capital at a reasonable cost so as to enable the Group to operate
adequately and provide reasonable value addition for the shareholders and other
stakeholders.

40.2 Capital Structure

Under Basel III framework, Group's regulatory capital has been analysed into two tiers as
follows:

- Ter 1 capital (going concern capital) which is sub divided into:

a) Common Equity Tier 1 (CET1), which includes fully paid up capital, reserve for bonus issue,
general reserves and un-appropriated profits (net of losses), etc. after deductions for
investments in the equity of subsidiary companies engaged in banking and financial
activities (to the extent of 50% after incorporating transitional provisions), reciprocal
crossholdings and deficit on revaluation of available for sale investments and deduction for
book wvalue of intangibles. The State Bank of Pakistan wvide its letter no
BPRD{R&P-02)/625-112/2017 /4809 dated February 24, 2017 has given relaxation to the
Group for non-deduction of goodwill and deferred tax assets pertaining to defunct KASB
Bank Limited portfolio from CET 1 capital till December 30, 2018 for the purpose of
calculating the Capital Adequacy Ratio (CAR) of the Bank. Accordingly, the amounts of
goodwill and deferred tax asset have not been deducted from CET 1 capital. Instead, the
amount of goodwill and deferred tax assets pertaining to defunct KASB Bank Limited
portfolio have been risk weighted at 100% for CAR purposes.

b) Additional Tier 1 capital (AT1), which includes instruments issued by the Bank which meet
the specified criteria after regulatory deduction for investments in the equity of subsidiary
companies engaged in banking and financial activities and other specified deductions.

Presently the Group does not have any AT1 capital.

- Tier II capital, which includes general provisions for loan losses (upto a maximum of 1.25%
of credit risk weighted assets), reserves on revaluation of fixed assets and equity investments
after deduction of deficit on available for sale investments (upto a maximum of 78%), and any

balance specifically allowed by the regulator.
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Group's operations are categorised in either the trading book or the banking book and risk
weighted assets are determined according to the specified requirements that seek to reflect the
varying levels of risk attached to assets and off balance sheet exposures.

40.3 Capital adequacy ratio
The capital to risk weighted assets ratio, calculated in accordance with the SBP guidelines on

capital adequacy, under Basel III and Pre-Basel III treatment using Standardised Approach for
Credit and Market Risk and Basic Indicator Approach for Operational Risk is presented below:

2017 2016
| Particulars | Amount |

_____ R 01000 ————
Common Equity Tier 1 capital (CET1): Instrumerts and reserves upees i

Fully paid-up capital / capital deposited with the SER 10,075,121 10,079,121
Balance in share premium account - -
Reserve for issue of bonus shares - -
Discount on issue of shares (72,042 {79,042

General / Statutory Reserves 926,266 613,634
Gains / (losses) on derivatives held as Cash Flow Hedge - -
Unappropriated profit 1,893,736 518,542
Minority Interests arising from CETI capital instruments issued to third party by consolidated -

bank subsidiaries (amount allowed in CET1 capital of the consclidation group) 61,818 76,011
CET 1 before Regulatory A djustments 12,881,855 11,708,668
Total regulatory adjustmerts applied to CET1 (Note 40.3.1) (711,227 (516,345)
Common Equity Tier 1 TI06Te 10,000,303

Additional Tier 1 (AT D Capital

Qualifying Additional Tier-1 capital instrurnents plus any related share premium

of which: - -
- classified as equity - -
- classified as liabilities

Additional Tier-1 capital instrurnents issued by consolid ated subsidiaries and held by third parties 6,284 4,811
- ofwhich: instrument issued by subsidiaries subject to phase out - -
AT1 before regulatory adjustments 6,284 4811
Total of Regulatory Adjustment appliedto AT1 capital (Note 40.3.2) - -
Additional Tier 1 capital after regulatory adjustmerts 0,208 IBIT
Tier 1 Capital (CET1 + admissible ATD 12,176956 10,697,134
Tier 2 Capital
Qualifying Tier 2 capital instruments under Basel Il plus any related share premium” 2,081,458 2,000,757

Capital instruments subject to phase out arrangement issued
Tier 2 capital instruments issued to third parties by consolidated subsidiaries

- of which: instrumnents issued by subsidiaries subject to phase out 22,064 45,025
General Provisions or general reserves for loan losses-up tomaximum
of 1.25% of Credit Risk Weighted Assets 223,878 192,927
Revaluation Reserves (net of taxes)
of which:
- Revaluation reserves on fixed assets 736,537 #55,718
- Unrealized gains/losses on AFS 173,967 549,502

Foreign Bxchange Translation Reserves
Undisclosed [ Other Reserves (if any)

T2 before regulatory adjustments 2 A0,53L o0 500
Total regulatory adjustment applied to T2 capital (Mote 40.3.3) - -

Tier 2 capital (T2) after regulatory adjustments RIVE RS 2,002,523
Tier 2 capital recognized for capital adequacy 3,740,334 3,903,929
Portion of Additional Tier 1 capital recognized in Tier 2 capital - -

Total Tier 2 capital admissible for capital adequacy 3,740,334 3,903,529
TOTAL CAPITAL (T1+ admissible T2) 15,217,250 14,601,063
Total Risk Weighted A ssets (RWA) {for details refer Note 40.5} 109,817,306 107,135,466

. § |

¥ Considered as TierII capital as per the SBP's approval vide letter no BFRD(R&F-02)/ 625-112/ 2017/ 4809 dated February 24, 2017.



5 i

S
A R R N A RS R N A RN A ERE R

==

2017 2016
| Parti cul ars | Amount |
------ — Rupeesin'000 —————

Capital Ratios and buffers (in percentage of risk weighted assets)
CET1to okl RWA 11.08% 9.98%
Tier-1 capital to total RWA 11.05% 5.58%
Total capital to total RWA 14.45% 1363%
Bank specific buffer requirement (minimum CET1 requirement plus capital
conzervation buffer dus any other buffer requirement) of which: - -

- capital conservation buffer requirement - -

- oountercydical buffer requirement

- D-5IBor G-3IBbuffer requirement - -
CET1available tomeet buffers (s a pementage of risk weighted as=ts) 5.08% 308%

Natignal minimum capital requirements prescribed by SBP

CETlminimum ratio 6I00% 6100%
Tier Iminimum rafio 75 750
Total capital minimum atio 1000% 1000%
CCB (Consisting of CET Lorly) 1.28% QEs%
Total Capital pis CCB 11.28% 10652

2my 2016
. Pre-Basel 111 Pre-Basel 11
Particulars Amount ireatment* Amount treatment*

--———————— Rupeesin 000 -————— R

40.31 Common Equity Tier 1 capital: Regulatory adjustments

Goodwill (net of mlated deferred tax liability) - - 13107 13107
All other intangibles (net of any amodated deferred tax liabilify) 236,408 23406 221,679 221,679
Shortfall of provisions against dasified assets 474,82 - - -
Deferred tax assets that rely on future profitbility excluding those
atising from tem porary differences (net of related t liability) - - 260 3% 433,851
Defined-tenefit pension fund net assets - - 2122 3,373
Reciprocal crosshaldingsin CET1 capital instruments - - - -
Cash flow hedge reserve - - - -
Investmentin own shares / CETlinstruments - -
Securitization gain on sale - - - -
Capital shortfal] of moulated subsdiates - - - -
Deficit on acnount of revaluation from bank's hddings of property f AFS - - - -
Irvestmentsin the capital instnuments of barking, fnancial and insuance
entities that are cutside the sope of regulatory consdidation, where the
tark dees not ownmare than 10% of the issued share capital (amount
above 10% threshdd) - - - -
Sgnificant investments in the commaon stocks of banking, financial and
insurance entities that are cutside the scope of regulatory conaolidation
{amount above 105 thresheld) - - - -
Deferred Tax Assetsarising from tem porary differences (amount
above 107 threshdld, net of rlated ta liability) - - - -
Amount exceeding 15% threshdd of which: - -
- significantinvestments in the commen stodks of finandal entities - - - -
- deferred tax assets arising fran Emporary differences - - - -
National spedific regulatory adjustmentsapplied to CET1capital - - - -
Inwestment in TFCs of other banks exceeding the prescribed limit - - - -
Any other deduction specified by 5BP - -
Regulatory adjustment applied to CET 1due toinsufficient AT1and
Ter 2 toawer deductions - - -
Total regulatory adjustments applied to CET1 711,227 23,406 516, 35 TO4CBD

403.2  Additional Tier1 Capital: regul atory adjustments

Irvestment in mutual funds exazeding the prescibed limit (3BP specifie

adjustment) - - - -
Inwvestment in cven AT1capital instniments - - - -
Reciproral croes hddings in Additional Tier 1capital instruments - - - -

¥ This cdumn highlights items that are still subject to Pre Basel III treatment during the trang ional period
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2017 2018
Pre-Basel
Particul ars Amount I Amount P;ift':rsl :Ini'I:I
treatment®

———————————— —---—-— Rupeesin 000 ——————

Investmentsin the capital ingtruments of banking, finandal and insuance
entities thatare outside the scope of regulatory consclidation, where
the bark dees notownmore than 10% of the issued share capital
{amount above 10% threshold) - - - -

Sgnificant investments in the capital instrumentsissued by banking,
financial and insurance entities that are cutside the scope of
regulatory consdidation - - - -

Forticn of dedurtion appied 5050 o core capital and supplementary
capital based on pre-Basel 111 treatment which, during transitional
peticd, remain subject to deduction from tier-1 capital - - - -

Fegulatory adjustments applied to Additional Tier 1due toinsuHicent
Tier 2 tocover deductions - - - -

Total of Regulatory Adjustment applied to AT1 capital - - - -

This column highlightsi tems that are still subject to Pre Basel III treatment during the transitional period

40.3.3 Tier 2 Capital: regulatory adjustments

Portion of deduction applied 5050 to core capital and supplementary

capital based on pre-Basel 111 treatment which, during transitional
peticd, remain subject to deduction from tier-2 capital - - - -
Red procal eross haldings in Tier 2 instmments i - - -
Investment inown Tier 2 capital instrument . . . -
Investmentsin the capital instrumnents of banking, finandal and insurance
entities thatare outside the srope of regulatory consolidation, where
the bark does notownmore than 10% of the issued shate capital
{amount above 10% threshdd) - 5 - -
Significant investments in the capital instruments issued by banking,
finandial and insurance entities that are cutside the scope of
regulatory consclidation - - - -
Amount of Regulatory Adjustment applied to T2 capital B B . B

¥ Thiscolumn highlightsitems that are still subject to Pre Basel 11T treatment during the transitional period

2017 2016
40.3.4 Risk Weighted Assets subject to pre-Basel Il treatment Rupeesin'000 ————-
Risk weighted assets in respect of deduction i ems (which during the transitional
peticd will ke 1isk weighted subject to Pre-Basel III Treatment) - -
3445,915 1,985276
- 14,145
insurance entities where hdding is less than 10% of the issued common
share capifal of the entity - -
insurance entities where halding is more than 10% of the issued comumaon
share capital of the entity - -
Amounts below the threshol ds for deduction (before risk weighting)
MNan-significantinvestments in the capital of other financial entities - -
Stgnificant investments in the nommon stock of fnancial enfi fies 132,63% -
Deferted tax assetsatsing fram tem porary differences (netof related taxliability) 403471 3572 ME
Applicable caps on the inclusion of provisionsin Tier 2
Prowrisions eligible for indusion in Tier 2in respect of exposures subject
tostandardi zed appreach (prior toappication of cap) 225878 192,527
Capon inclusion of provisiensin Tier 2 under standardized a pproach 123,083 1,190,048

Prowrisions eligible for indusion in Tier 2in respect of exposures subject
tointermal ratin%s—based appreach (prior toappication of cap) - -
Cap forinclusicn o

provisionsin Tier Zunder internal mtings-based approach - -
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40.3.5 Leverage ratio

According to Basel Il instructions issued by State Bank of Pakistan (BFRD circular # 06 dated August 15, 2013), it
is mandatory for all the banks to calculate and report the Leverage Ratio on a quarterly basis with the minimum

benchmark of 3%.

The reason for calculating leverage ratio is to avoid excessive On- and Off-balance sheet leverage in the banking
systern. A simple, transparent and non-risk based Ratio has been introduced writh the following objectives:

- Constrain the build-up of leverage in the banking sector which can damage the broader financial system and
the economy; and
- Reinforce the risk based requirements with an easy to understand and a non-risk based measure.

Particulars 2017 2016
——— Rupees in '000 —————

On balance sheet exposures

1  On-balance sheet items (excluding unrealised gain on forward contracts) 216,997,510 181,477,295

2 Forward exchange commitments with positive fair values 7,834 35,174
Total on balance sheet exposures 217,005,444 181,512,469
Off balance sheet exposures

3  Off-balance sheet items 20,270,204 22,107,m2

4  Commitmentin respect of forward exchange contracts 9,510 115,118
Total Off balance sheet exposures 20,279,714 22,226,130
Capital and total exposures

5 Tier1capital (Note 40.3) 12,176,956 10,697,134

6 Total exposures 237,285,158 203,738,599

Basel I11 leverage ratio 5.13% 5.25%

The current year's leverage ratio is 5.13% (2016: 5.25%) whereas total tler 1 capital and total exposures are Rs.
12,176,956 million (2016: Rs. 10,697.134 million) and Rs. 237,285,158 million (2016: Rs. 203,738.529 million)

respectively.

Capital Structure Reconciliation

Reconciltation of each financial statement line item to item under regulatory scope of reporting - Step 1

Balance Under
. sheet as in regulatory
Particulars published scope of
financial reporting

—————————— {(Rupees in "000)———

Assets {Bup ees in "000)

Cash and balances with treasury banks 11,784,180 11,784,180
Balances with other banks 1,149,356 1,149,355
Due from financial institutions 21,371,787 21,371,787
Investments 42,363,753 42,363,753
Islamic financing and related assets 119,006,779 119,006,779
Operating fixed assets 9,148,064 9,148,064
Deferred tax assets 7,613,022 7,613,022
Other assets 4,796,975 4,796,975

Total assets

Liabilities and Equity

Bills payable 2,988,996 2,988,996
Due to financial institutions 15,570,320 15,570,320
Deposits and other accounts 179,001,578 179,001,578
Sub-ordinated loans - -
Deferred tax liabilities - -
Other liabilities 5,445,715 5,445,715
Total liabilities 703,006,070 203,000,070
Share capital 0075101 TO,075, 101
Discount on issue of shares (79,042 (79,0423
Reserves 926,266 926,266
Unappropriated profit 1,893,736 1,883,736
Minority Interest 205,242 205,242
Surplus on revaluation of investments - net of tax 1,201,913 1,201,913
Total liabilities and equity 217,233,915 217,233,915
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40.4.2 Reconciliation of balance sheet to eligible regulatory capital - Step 2

Balance
: Under
sheet as in
Particulars Reference pt_xbltishéd r%%glaet%
mnancia ;
statemercl‘ts reporting
————————— Rupees in '000 ————
Assels
Cash and balances with treasury banks 11,784,180 11,784,180
Balances with other banks 1,145,355 1,149,355
Due from financial institutions 21,371,787 21,371,787
Investments 42,363,753 42,363,753
of which:

- non-significant capital investments in capital of other financial

mstitutions exceeding 10% threshold a - -
- significant capital investments in financul sector entities
exceeding regulatory threshold h - -

- mutual Funds exceeding requlatory threshold c - -

- reciprocal crossholding of capital instrument d - -

- others e - -
Islamic financing and related assets 119,006,779 119,006,779

- shortfall in provisions | excess of folal EL amaunt over eligible f - -

provigions wnder IR, o )

- general provisions reflected in Tier 2 capital g 223,878 223,878
Operating fixed assets 9,148,064 9,148,064

- of which: Infangibles k 3,180,702 3,180,702
Deferred tax assets 7,613,022 7,613,022
of which:

- DTAs that rely on futiere profitability excluding those arsing from h 3,576,408 3,576,408

temporary differences

- DTAsarising from temporary differences exceeding regulatory threshold | 4,034,471 4,034,471
Other assets 4,796,975 4,796,975
of which: - -

- defined-benefit pension fund net assets 1 - -
Total assets 217,233,915 217,233,915
Liabilities and Equity
Bills payable 2,988,906 2,988,996
Due to tinancial institutions 15,570,320 15,570,390
Deposits and other accounts 179,001,578 172,001,578
Sub-ordinated loans of which:

- eligible for inclusion in AT1 m - -

- eligible for inclusion in Tier 2 n - -
Deferred tax liabilities of which: - -

- DTLs related to gooduwill o - -

- DTLs related to intangible assets ) - -

- DTlLs related to defined pension fund net assets q - -

- other deferred tax liabilities r - -
Other liabilities 5,445,715 5,445,715
Total liabilities 203,006,679 203,006,679
Share capital 10,079,121 10,079,121
- of which: amount eligible for CET1 s 10,079,121 10,072,121
- of which: amount digible for AT1 t - -
Reserves of which: 026,266 926,266
- portion eligible for inclusion in CET1 - Sfafufor}yg reserve u 926,266 926,266
- portion eligible for inclusion in CET 1 - Gain on Bargain Purchase - -

- portion eligible for inclusion in CET1 - General resefve - -

- portion eligible for inclusion in Tier 2 Genemal reserve W - -
Discount on issue of shares (79,042 (79,0429
Unappropriated profit i 1,893,736 1,893,736
Minority Interest of which: 205,242 205,242
- portion eligible for inclusion in CET1 x 61,818 61,818
- portion eligible for inclusion in AT1 v 6,284 6,284
- portion eligible for inclusion in Tier 2 = 22,064 22,064
Surplus on revaluation of assets of which: 1,201,913 1,201,213
- Rewaluation reserves on Propert 1,006,444 1,006,444
- Unrealized Gains/Losses on AF aa 195,469 371,647
- In ease of Deficit on revaluation (deduction from CETI) ab - -
Total liabilities and Equity 717,233,915 217,233,915



40.4.3

[ B

10
11
12

14

16
17
18
12
20
21

Basel [T1 Disclosure (with added column) - Step 3

Particalars

Source basedon
referance
number from
step 2

Component of
regulatory
capital reported
by bank

Common Equity Tier 1 capital (CETD: Instruments and reserves

Fully Paid-up Capital

Balance in share premium account

Discount on issue of shares

Reserve for issue of bonus shares

General | Statutory Reserves

Gain / (Losses) on derivatives held as Cash Flow Hedge

Unappropriated [ unremitted profits

Mirority Interests arizing from CET1 capital instrurnents issued to third
party by conszalidated bank subsidiaries (amount allowed in CET1 capital of the
consolidation group)

CET 1before Reg ulatory Adjustments

Common Equity Tier 1 capital: Regulatory adjustments

Goodwill (net of related deferred taxliability)

All other intangibles (net of any assodated deferred taxlizbility)

Shortfall of provisions against d assified assets

Deferred tax assets that rely on future profitability exduding those arising
from ternporary differences (net of related tapclizbility)

Defined-benefit pension fund net assets

Reciprocal crass holdings in CET1 capital instrurmnents

Cash flow hedge reserve

Irvves tment in own shares [ CET1 instruments

Securitization gain onsale

Capital shortfall of regulated subsidiaries

Dieficit on account of reval uation from bark's holdings of property [ AFS

Irwes bnents in the capital instrurments ofbarking, financial and insurances
entities that are outside the scope of regulatory consolidation, where the bank
does not owmn more than 10% of the issued share capital (armount sbove 10%
threshold)

Sigrificant investrnents in the capita instruments issued by banking,
firancial and insuranae entities that are outside the scope of regdatony
consolidation (amount above 10% threshold)

Deferred Tax Assets arising from temporary differences (amount above
10% threshold, net of related taxlisbility)

Amount exceeding 15% threshald of which:

- significant investments in the corrrmon stodes of financial entities
- deferrad tax assets arising from temporary differences

National s pecific regul atory adjustments applied to CET1 capital

Inwves bment in TFCs of other banks exceeding the prescribed limit

Ary other deduction spedified by SEP (mention details)

Fegulatory ad justment applied to CET1 due to insuffident AT1 and
Tier 2 to cover deductinng

Total regulatory adjustments applied to CET1

Common Equity Tier 1

Additional Tier 1(AT 1) Capital
Qualifying Additional Tier1instruments plus ary related share premium
of which:

- Classified as equity

- Cassified as liabilities
Additional Tier-1 capital instrurnents issued by consolidated subsidiaries

and held by third parties

- of which: instrument issued by subsidiaries subject to phase out

AT before regulatory adjustments

(s}

()
(r)

()

§-
&-py
63]

- (0 =%

O~ (g =Ta
(dy

(ab)

(@-@d- (ae

(bl - (ad)- (a

@

(i
{rr)

W

(Rupees in "000)
10,075,121
(?9,[_)42)

926,5,66

1,893,736

61,818
12,881,899

236,405
474,822

711,227

12°170,672

6,264

6,25
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Source based on Component of
. reference regulatory
Particulars num ber from capital reported
41.4.2 by bank

(Rupees in "000)

Additional Tier 1 Capital: regulatory adjustments

36 Investment in mutual funds exceeding the prescribed limit (SBF specific adjustment) -
37 Investment in awn AT1 capital instrurments -
38 Reciprocal cross holdings in Additional Tier 1 capital instruments -
3g Investments in the capital instruments of banking, financial and insurance

entities that are outside the scope of regulatory consolidation, where the bank

does not ownmore than 10% of the issued share capital {amount above 10% (ac) _

threshold)
40 Significant investments in the capital instruments issued by banking,

financial and insurance entities that are outside the scope of regulatory

consolidation {ad) -
41 Fortion of deduction applied 50:50 to core capital and supplementary

capital based on pre-Basel III treatment which, during transitional period, remain

subject to deduction from tier-1 capital -
42 Regulatory adjustments applied to Additional Tier 1 due to insufficient

Tier 2 to cover deductions -
43 Total of Regulatory Adjustment applied to AT1 capital -

44 Additional Tier 1 capital -
45 Additional Tier 1 capital recognised for capital adequacy 6,284
Tier 1 Capital (CET1 + admissible AT1) 12,176,956
Tier 2 Capital
46 Qualifying Tier 2 capital instruments under Basel I 2581488
47 Capital instruments subject to phase out arrangement frormn Tier 2 () -
43 Tier 2 capital instruments issued to third patty by consolidated subsidiaries (z) 22,064
- ofwhich: instruments issued by subsidiaries subject to phase out -
49 General Provisions or general reserves for loan losses-up to maximum
of 1.25% of Credit Risk Weighted Assets 3] 223,878
50 Revaluation Reserves eligible for Tier 2 of which:
51 - portion pertaining to Property 738,937
52 - portion pertaining to AFS securities 78% of (aa) 173,967
53 Foreign Exchange Translation Reserves ] -
54 Undisclosed / Other Reserves (if any) -
55 T2 before regulatory adjustments 3,740,334

Tier 2 Capital: regulatory adjustments
56 Fortion of deduction applied 50:50 to core capital and supplementary
capital based on pre-Basel III treatment which, during transitional period, remain
subject to deduction from tier-2 capital -

57 Reciprocal cross holdings in Tier 2 instruments -
58 Investment in own Tier 2 capital instrument -
EQ Investments in the capital instruments of banking, financial and insurance

entities that are outside the scope of regulatory consolidation, where the bank
does not own more than 10% of the issued share capital (amount above 10%

threshold) (ae) -
60 Significant investments in the capital instruments issued by banking,

financial and insurance entities that are outside the scope of regulatory

consolidation {af) -
61 Amount of Regulatory Adjustment applied to T2 capital -
62 Tier 2 capital (T2) 3,740,334
63 Tier 2 capital recognised for capital adequacy 3,740,334
64 Excess Additional Tier 1 capital recognised in Tier 2 capital -
65 Total Tier 2 capital admissible for capital adequacy 3,740,334

TOTAL CAPITAL (T1 + admissible T2) 15,917,290
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40.4.4 Main features of regulatory capital instruments

Main Features Common Shares
1 [lssuer banklslarmi Pakistan
Limited
2 | Unique identifier (eg KSE Symbol or Bloombetg identifier etc.) BIPL - CDC Symbol
3 | Governing law(s) of the instrument Listing Regulations of
Karachi Stock
Regulatory treatment Exchange Limited
4 | Transitional Basel Il rules Common Equity Tier 1
5 |Post-transitional Basel OI rules Common Equity Tier 1
6 | Eligible at solo / group / group & solo Solo
7 |Instrument type Ordinary shares
8 | Amount recognised in regulatory capital (Currency in PKR thousands, 10,079,121.00
as of repotting date)
9 | Par value of instrument 10
10 | Accounting classification Shareholders’ equity
11 | Original date of issuance May 02, 2006
12 | Perpetual or dated Perpetual
13 | Original maturity date N/ A
14 | Issuer call subject to prior supervisory approval No
15 | Optional call date, contingent call dates and redemption amount N/ A
16 |Subsequent call dates, if applicable N/ A

Coupons [ dividends

17 |Fixed or tloating dividend/ coupon

18 | coupon rate and any related index/ benchmark N/A

19 | Existence of a dividend stopper N/ A

20 |Fully discretionary, partially discretionary or mandatory No

21 | Existence of step up or other incentive to redeem Fully discretionary

22 | Noncumulative or cumtilative No

23 | Convertible or non-convertible Non-cumulative

24 |If convertible, conversion trigger () Non-convertible

25 |If convertible, fully or partially N/ A

26 | If convertible, conversion rate N/ A

27 |If convertible, mandatory or optional conversion N/ A

28 |If convertible, specify instrument type convertible into N/ A

29 |If convertible, specify issuer of instrument it converts into N/ A

30 | Write-down feature N/ A

31 |If write-down, write-down trigger(s) No

32 |If write-down, full or partial N/ A

33 |If write-down, permanent or temporary N/ A

34 |If temporary write-down, description of write- up mechanism N/ A

35 | Position in subordination hierarchy in liquidation (specify instrument type N/ A
immediately senior to instrument Residual interest

36 | Non-compliant transitioned features
37 |If yes, specify non-compliant features No
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40.5 Risk-weighted exposures

Capital requirements Risk weighted assets
2017 2016 2017 2016
Credit Risk
Portfolios sulyject te on-balance sheet exposure
(Simple Approach)
Cash and cash equivalents - - - -
Sovereign 2,050 1,825 18,180 17,132
Public sector entities 6,847 6,983 60,728 65,564
Banks 557,208 643,422 4,541,975 6,041,517
Corporate 4,304,567 4,087,650 38,355,360 38,381,688
Retail 857,430 1,031,077 7,959,467 9,681,472
Residential mortgage 493,016 958,968 4374474 2,431,624
Past due loans 561,057 319,840 4,976,116 3,003,150
Operating fixed assets 672,820 660,209 5,967,362 6,199,142
All other assets 1,622,076 1,342,785 14,386,479 12,608,306
Portfolios subject to otH-balance sheet exposure -
non market related (Simple approach)
Banks 6,243 146,181 55,374 1,372,589
Corporate 319,896 360,142 0,837,219 3,381,616
Retail 211,791 17,696 1,878,410 166,157
Others 52,799 32,967 468,786 309,547
Portfolios subject to off-balance sheet exposures -
market related (Current exposure method)
Banks 1 2,147 7 20,157
Customers 1,811 3,560 16,060 33,432
Equity Exposure Risk in the Banking Book
Unlisted equity investments held in banking book 143,124 181,668 1,265,285 1,705,803
Investment in comnmercial entity 1,221,108 1,042,035 10,830,230 9,784,930
Recognised portion of significant investment 37,387 - 331,590 -
Market Risk
Capital Requirement for portfolios subject to
Standardised Approach
Interest rate risk [1{8)} 24,224 1) 302,799
Equity position risk 125,198 261,228 1,564,975 3,265,350
Foreign Exchange risk 7,803 15,029 97,538 187,863
Operational Risk
Capital requirement for operational risk 754,251 654,047 9,428,138 8,175,588
TOTAL T3018,080 11,000,743 100,517,306 707,135,360
Capital Adequacy Ratio Required Actual Required Actual
December-17 December-16
CET1 to total RWA 7.28%, 11.08% 6.65%" 9.98%
Tier-1 capital to total RWA 7509, 11.09%, 7.50%, 0.98%,
Total capital to total RWA 11.98% 14.49%, 10.65% * 13.63%

¥ Capital adequacy requirement inclusive of Capital Conservation Buffer (CCB) requirement.



41  RISK MANAGEMENT

The objective of Risk Management is to effectively manage uncertainties that arise in the normal
course of business activities. The risk management function is one of the mostim portant areas of
the banking business, and covers a wide spectrum of financial business risk class; including
Credit, Market, Liquidity, Operational etc. The Group follows effective risk governance which
commensurate well with its current size and structure.

The implementation of Basel II (B2) provides for a risk-based capital requirement. Further, the
SBP has decided to implement Basel III framework in a phased manner with effect from
December 31, 2013 to December 31, 2019, to revise and update capital reforms and darifications
and further strengthen the existing capital adequacy framework prescribed under Basel ILThe
Group adheres to the regulatory requirement in this respect, and conducts its business
accordingly.

As a prelude to countering the financial debacle of the recent past, the Basel Committee
(Internationally) is raising the resilience of the banking sector by strengthening the regulatory
capital framework, essentially building on the three pillars of the Basel II structure. The reforms
raise both the quality and quantity of the regulatory capital base and enhance the risk coverage
of the capital framework. The SBP (State Bank of Pakistan) while being cognizant of the various
reforms in the offing, is reviewing the impact of Basel III (B3) guidelines on the capital structure
and CAR (Capital Adequacy Ratio) through quantitative impact studies. Accordingly, the SBP
has implemented first phase of Basel IIl framework with effect from December 31, 2013.

RISK MANAGEMENT FRAMEWORK

A well formulated policy and procedure is critical to an effective Risk Management framework;
it then needs to be reinforced through a strong control culture that promotes sound risk
governance. The Group’s Risk Management Framework has been developed keeping in mind,
that:

- To be effective, control activities should be an integral part of the regular activities of the
Group;

- Every loss or near miss event should provide some Key Learning Outcome (KLO), helping
and promoting a better risk identification and mitigation,

- While the reward may well commensurate the level of risk, it has to be viewed in entirety and
not in isolation; and

- Critical decision making should be based on relevant research, proper analysis and effective
communication within the Group.

Strategic Level

At the strategic level, the risk related functions are approved by the senior management and the
Board. These include: defining risks, setting parameters, ascertaining the institutions risk
appetite, formulating strategy and policies for managing risks and establishing adequate
systems and controls to ensure that overall risk remains within acceptable level and the reward
compensates for the risk taken.
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Macro Level

It encompasses risk management within a business area or across business lines. Generally the
risk management activities performed by middle management or units devoted to risk reviews
fallinto this category. Periodical review of various portfolios; stress test and scenario analysis for
portiolio resilience; application of statistical tools and information in time series for developing
strong inferences are all performed at this level.

Micro Levei

Risk management at micro level, is of critical importance. This function if performed with
diligence and understanding, can be of maximum benefit to the organization. Micro level risk
management includes:

- Business line acquisition, strong adherence to the credit and other related criteria.

- Middle Office monitoring function for a sound risk assessment of various risks inherent in
treasury operations.

- Detailed review of various processes and operating procedures, for operational and other
risk related assessments.

Risk appetite of the Group

The risk appetite of the Group is an outcome of its corporate goal, economic profitability,
available resources (size and business life cycle) and most significantly; the controls. The Group
believes in a cautious yet steady approach towards its business objectives and takes a holistic
view of its investment and financing requirement.

This approach is primarily based on a viable portfolio build-up with a long-term view; key

consideration being the health of various porttolios.
Risk organization

A strong organizational set-up, with clearly defined roles and responsibilities permits a higher
level of articulation of the Group’s risk mandate, establishment of a structure that provides for
authority, delegation and accountability, and development of control framework. Risk
management cannot live in a vacuum; in order to be effective, it has to be run at an enterprise
level Risk governance must involve all relevant parties and should be sanctioned by the bank's

leadership.

The risk management function at the Group, along with the different committees including
ALCO (Asset Liability Committee) and MCC {(Management Credit Committee), RMC (Risk
Management Committee of the Board) manage and adhere to the risk management policies and
procedures, with an explicit aim to mitigate/ manage risk in line with the Groups objectives.
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Business line accountability

One of the most important features of the risk management process is the business line
accountability. Business has to understand the risk implication of specific transaction on the
business / portfolio. Some specific risks e.g. reputation risk affects the entire banking business
and is not limited to one business line or the other. The Group entity, as in any other reputable
organization, responsibility comes with accountability. Each business segment is responsible for
the profit / loss of the business. The management of risk is as much a line function as it is
support’s.

Business lines are equally responsible for the risks they are taking. Because line personnel
understand the risks of the business. Lack of an understanding of this by the line management
may lead to risk management in isolation.

41.1 Credit Risk
The Group manages credit risk by effective credit appraisal mechanism, approving and
reviewing authorities, limit structures, internal credit risk rating system, collateral management
and post disbursement monitoring so as to ensure prudent financing activities and sound
financing portfolioc under the umbrella of a comprehensive Credit Policy approved by the Board
of Directors. Credit Risk has certain sub-categories as follows:
i) Pricerisk

There is a risk that the asset repossessed due to default of the customer may be sold or leased out
to another party at a price lower than the original contract price.

ii} Counter partyrisk
The risk that the counter-party defaults during the term of a transaction (Murabahah, Ijarah etc.).
iii)Settlement risk

The risk that the counter-party does not meet its commitments at the maturity of the transaction
after the Group has already met its commitments.

iv} Country risk

Country Risk can be defined as the risk of adverse impact of certain factors on a country’s
specific economic, political and social scenario which affects the ability of the country (or a
borrower in that country) to repay its obligations. Country risk may be a combination of Transfer
Risk and Sovereign Risk.

41.1.1 Segmental information

Segmental information is presented in respect of the class of business and geographical
distribution of Islamic financing and related assets, Deposits, Contingencies and Commitments.
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41111 Sepments by dass of business 2017

Islamie financing and relsted Deposits Contingencies and
15sds and Advinces Commit ments **

Rupees in ‘000 Percent  Rupeesin 000 Percent  Rupeesin '000 Percent

Apriculture, Forestry, Hunting and Fishing 122,160 0.97% 6,676,565 3.73% 52,103 0.23%
Mining and Quarrying e 000% 08,189 045% 427414 1.85%
Textile 10, 148,614 TIE% Tod, 214 043% 7hh041 335%
Chemical and Pharmaceuticals 3000832 231% 248510 127% 221603 0.598%
Cement 1776578 1.36% 0,430 0.21% 271,113 120%
Sugar 4 623,716 354% 28,793 0.15% 300500 1.33%
Footwear and Leather garments 30,660 002% 76,818 004% 13073 006%
Automebile and transportation equiprernt 1,211,606 0.93% oes,ehe 0555 1,258916 hAE%
Edueation 18,543 001% 2E70.628 144% 54521 0245
Electrorics and electrical applianaes 2,703,726 207% 38,910 0.20% M2h4E 4.18%
Production and trananisson oferergy - 0.00% AR, 755 11.1%% 1468,113 651%
Construction 7 7B 400 5.07% 4310218 241% 2530833 11.26%
Power (electricity), Gas, Water, Sanitary 12,807,859 052% 74,101 0% 150 (ol
Wholesale and Retail Trade 35832558 DT6% 35,005,063 A05% 4325560 19,175
Exports { Imports 7503 0665 154,355 Q0% 165,065 0.73%
Transpart, Storage and Comraurnication BB 045% 1,375,353 0.77% MEATE 1.10%
Financial 3442453 2E4%, 21,125,299 11.80% 3095866 13.74%
Insrance 2433 000% 2,266,445 127% . 000%
Serviaes 4. 795,027 36T b, 3325 2029 1,024,108 454%
Inclividials 25,801,351 19.81% 52,004,562 X05% 312635 1.39%
Food and beverages 4,767,356 3659 1,008,580 056% 72300 3.20%
Private Trust & NGO 4474 000% 6,004,505 3665 - 00%
Packing and Paper products 656,282 053% 106,763 006% - 006%
Ctherst 5,266,356 4% 13,635, 46 TE2% 4 355462 19.531%

130,486,356 10000%  D90L578 1000% T2 B60516 10000%

2016
Islamie¢ findneing and related Deposits Contingencies and
assets and Advances Commitments**

Rupeesin ‘000  Percent  Rupeesin'000  Percent  Rupeesin ‘000  Percent

Agriculture, Forestry Hunting and Fishing 1521086 2.14% 6,306,370 4.11% L506,000 554%
Mining and Cuarrying 3,185 000% 877,168 057% 55,474 0.20%
Texdile 0197 454 10.26% 742,689 048% T2,.285 0.27%
Chernical and Pharmaceuticals 4013467 448% 1,453,263 0.045% 23,163 0.82%
Cemernt 1,776,221 198% 2h7317 0.17% 326,248 1.20%
Sugar 3,642,141 4065 531,497 041% - Q0%
Foolwrear and Leather garments 53,631 0.28% 128,296 D08% 18,645 007%
Automobile and transportation equipment 1,305,014 1465 2476085 161% 2,118,588 TI0%
Education 15,458 Q02% LelB708 104% - 000%
Electronics and electrical applianaes 2484, 160 277% 237,863 0.15% 810,040 298%
Production and transmisson oferergy - Q00% A0.13%,016 13.09% BGE 053 2.19%
Construction 5,103,175 £.81% 2,161,476 141% 1,334,743 5.13%
Powrer (electricity), Gas, Water, Sanitary 10,620,970 11.85% X, 708 0002% 87,056 0.32%
Wholesale and Retail Trade 12,225,686 13.64% 30081018 19.56% 320,657 L.12%
Exports { Imports 603,603 077% 127,132 0008% 15,230 Q007%
Trarsport, Storage and Commurication 626,968 0.70% 875,802 057% 34040 L27%
Financial 2.586,073 289% 15,844,400 10.30% 10,563,080 4042%
Irstranoe 5,27 001% 17ELR15 115% - Q0%
Services 4321401 4.82% 5,881,989 5.82% 104,651 0.38%
Incividials 18,709,243 TETR 47 0534% F509% 0143 107%
Food and beverages 5441174 B0 % 1,871,521 1.22% 764,23 281%
Private Trust & NGO 22,796 003% 5,312,842 345% - 005
Packing and Paper products 766,993 086% 14,805 001% - 006%
Otherst 2,898,177 3.23% 7,541,075 5.16% 7,143,558 5.28%

89,637 405 100005 153,826,348 10000% 27,184,409 100005

* COthersindude Sole Proprietors, fund accounts and Govt depedts ete.
** Confingert lisbilities for the purpose of this note are presented at cost and indlude direct credit substitutes, transaction related confingent lizbilities
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41.1.1.2 Segment by sector 2017

Islamic financing and related Deposits Contingencies and
assets and Advances Commitments

Rupees in ‘000 Percent Rupees in '000 Percent Rupeesin '000 Percent

Public / Government 44,957,174 34.46% 11,201,145 6.26% 704,137 3.12%
Frivate 5,525,222 66.54% 167,800,433 03.74% 21,566,379 06.88%
130,485 306 100.00%% 175,001,578 100.005% 22 RE0516 100,009
2016
Islamic financing and related Deposits Contingencies and
assets and Advances Cormmitments

Rupees in ‘000 Percent Rupees in '000 Percent Rupeesin '000 Percent

Fublic / Government 11,460,059 12.78% 7,110,306 4.62% 875,950 3.22%
Frivate 78,177,346 7.22% 146,716,042 95.78% 26,208,259 96.78%
89,637,406 100.00% 153,826,348 100.00% 27,184,209 100.00%

§1.1.1.3 Details of non-performing Islamic financing and related assets and specific provisions by class of business segment:

2017 2016

Classified Specific Classified Specific
financing and | provisionis |financing and | provisions

related assets held related assets held

Wholesale and Retail trade 619,696 576,431 818,087 629,640
Agriculture, Forestry, Hunting and Fishing 77,247 33316 HE a4 168,450
Textile 4644114 4,145,307 2,559,194 2,401,362
Chemical and Pharmaceuticals 992,808 704,418 170,230 38102
Power (electricity), Gas, Water, Sanitary 21,964 21,26 649 51
Cement 540,000 540,000 3,183 3,183
Electronics and electrical appliances 5,081 5,081 4,231,623 4,214,866
Construction 971,411 955,180 1RO 182 083,89
Services 129,678 58404 362,870 172,619
Financial 245,401 245,189 245,401 245,189
Paper Product 13000 13000 13000 13,000
Food and Beverages 2,749,955 183,945 5,000 -

Individuals 2,346,287 2,001,122 1,994,522 1,322,900
Automobile and transportation equipment 100,359 100,359 - -

Footwear and leather garments 2,459 2,459 2,459 2,459
Manufacturing - - - -

Sugar 9,750 - 782,195 309,049
Transport, storage and communication 1,200,473 739,053 467,864 467,864
Others 1,161,262 1,065,349 968,684 966,764

15, 837,045 11,450,069 14,533,967 11,936,359

$1.1.L4 Details of non-performing Islamic financing related assets and specific provisions by sector:

2017 2010

Classified Specific Classified Specific
financing and | provisions |financing and | provisions
related assets held related assets held

Public / Government - - - -
Private 15,837,045 11,450,069 14,533,967 11,930,359
15,837,045 11,450,069 14,533,967 11,938,309
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41.1.1.5 Geographical segment analysis 2017
Contingencie
Profit before | Total assets Net assets s and
taxation employed employed | commitments
Rupees in 000
Pakistan 270,992 217,233,915 14,227,236 22,560,516
2016
Loss before  Total assets Net assets Gontingencies
taxation employed empleyed a:nd
commitments*
Rupees in ‘000
Pakistan 1,036,986 181,993,640 13,066,334 27,134,209

41.1.2 Credit risk - Standar dized A pproach

Credit risk arises due to the risk of a borrower defaulting on his commitment either in part or as a
whole. The Group has currently employed standardized approach for evaluation of credit risk It uses
CRM (Credit Risk Mitigation) technique where applicable. The Group carries a strong desire to move
towards the FIRB and Advanced approach.

41121  Credit Riske Disclosures for portfolio subject to the Standar dised Approach and supervisory risk
weights in the IRB Approach

The Group uses reputable and SBP approved rating agencies for deriving risk weight to specific credit
exposures, where available. The Group has also recently employed a credit rating model, which is
compatible to the rating guidelines of SBP, which will support the Group in intemally rating the credit
clients.

Types of Exposures and ECAl's used

2017 2016
Exposures JCR - VIS| PACRA |  Others JCR - VIS | PACRA| Others
Corporate v 14 N/ A 's s M{A
Barks 's v ¥ '4 v 4
Credit Exposures subject to Standardised approach
2m7 2016
Amount | Deduction Amount | Deducton
Fating ) Net amount] ) Net amount
SEP Cutstnding] CRM Cutsgndingl CRM
Exposures Gegry ] ]
grade Credit Credit
Equiwlent Equivakent
—_———— —- Rupees in ‘00 -————————-
Cashand rash equivalent 0% 4,174,039 - 4,174,039 | 3565605 - 3565605
aims cn Govenument, of Fakistan (Fedenl orFrovineial 0% |8z.043,085 232| s2043753 5352396 | 160134 | 53363830
Governmments) and SEE denceninated in PER
Foreign Qurrency claims on SEF arising out of statutory
0 416,052 - 416,052 320,908 - 320,908
obligatinns of banks in Pakistan %
0%
1 20%%
Clairre on other soveregns and on Govertenent of
. - . ; 2.3 B0
Fakistan or provineial govertuments or SEP denominated in
curreneies other than PER 45 100% - - i C
4 150% 12120 - 12120 11,421 - 1,421
Unrated | 1005 - - -




M7 M6

dmount | Deduction Amount | Deduction|
Eating ) Nat amount] ] Net amount
Brposures SEP Ry Ouisla.nldlng CRM Omsta.n?mg CEM
grade Credit Credit
Fquivekent Equivakent
————— —- Rupees in ‘00 ———F————-
0% - - - - - -
1 20% | 1,050,560 65,372 085,188 | LE27.818 | 1,500,000 327,818
Qaims on Publie Sectoy Entities in Pakistan 23 2 g g 2 g s s
45 100% 3 3 2 = =
6 150% i i & = = =
Urwated | 0% | Lobadar | Leonase 355,015 41881 25,931 184,880
% = = E -
1 20% | 1704305 i 1,704,305 | 1,475,213 & 1475213
Claims on Banks 23 50%% 42 - 42 | 2,641,265 - 2,641,265
45 100% - - - - - -
6 150% - - - - - -
Urwated | 50% 443,829 - 443,820 248,581 - 248,881
0% i i " 3 a -
123 20% 269,952 a 268,952 248,030 & 245,939
Oaims, denmminated in foreign currency: on banks with -
erigiral maturityof 3months or lsss 45 50% 1,114 B 1,114 7,420 = 7,420
[ 150% i i & = = =
urwated | 20% | 2245005 - 2,245,005 880,200 - 880,200
Qaims onbanks with original maturity of Jroonths orless 0% - - - - - -
denominated in PKE and funded in FKR 20% 119,655,020 5 10,655,020 | 27,218,665 5 27,218,665
0% - - - - - -
1 20% 15741256 | 4617201 | 11,124,085 [1L055570 | 3575000 7,480,570
2 0% | 6713965 248,315 6,465,650 | 1,367,631 150,000 1,217,631
Qaims on Corpomates (exeluding equity exposures) a4 100% 61,704 53,238 8,466 54,854 53,081 1,753
5é 150% - - - - . -
| Jreated I 1009 | 23,608,000 284,042 | 23313950 |25,265154 | LE18720 | 27646434
Jreated 4 125% | 9900775 761 0.030.014 | 2612741 4,50 0,608,150
0% - - - - - -
airns categotized as refail portfolio §Z§ - - . - - -

7E% 14888528 | 1FFLI5ES | 15117189 | 152033580 | 2073209 | 13130171

Caims fully secured by residential property (Fesidential

35% 12,498,355 - 12,495,555 | A.947.49 - 6,547,496
Mortgage Hrance as defined in Sertion 2.1)
Past Drue loans: -
1.1 where specific provisions are less than 20 pesvent of the 150% | 2868280 | 2reso | 2sezose | 1assaz | erezso | vormoee
o tsanding amount of the past due claim.
1.2 where spenific provisions are no less than 20 pere ent of 100% 602,743 j 602,743 822,119 820,119

the oatsta nding amount, of the past due claim,
1.3 where sp.a:i.fic PrOVISIions are rore than. 5 pereent of 500, 951,371 R 251,371 253,918 R 253,918
the cutstanding arnount of the past due clairn.

2. Loans and claimns fully secured against elighble
resiclential mortgages thatare past due for rore than 90 100% 319,608 - 319,608 IRE.TEF - IJ9E.727
days and /orimpaired

3. Loans and claims fully secured against eligible
residential rnortgage that are past dueby B0days and for

0 80,067 - 0,067 7,583 - 73,58
impaired and specific provision held there against is raore . 80,08 35 S5
than 20% of cutstanding arnournt
Irorestrnent in corrrnermial epdity (whuch ex eeds 10% of the
issued cornrron share eapital of the issuing entity) or 1000% | 1083023 - 1,083,023 978,493 - 078,493
where the entity is an unconsalidated associate
Signifieant i.rTvestmmt and [Tas .abcvve 1.5% threshold 2509 192,636 i 132,636 i . R
(refer to Seetion 2.4.10 of Bazel ITT instrustions)

Urlisted equity investrnents (other than that deducted

150 8462 - 846,250 | 1,137,202 - 1,137,20
fromm capital) held inbankin gbonk % 46,289 625 3 .20z
frwvestments in premises, plantand equipmentandall 100% | 5967362 - | seenzez | e1sm1e2 - | e
ather fixed assets
Qairns oriall fived assets under operating lease 100% - - - - -
Allotherassets 100% 14,530,447 - 14,539,447 | 12,525,413 - 12,825,413
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41.1.2.2 Credit Risk Disclosures with respect to Credit Risk Mitigation for Standard and IRBE
Approaches

The Group obtains capital relief for both on and off-balance sheet non-market related
exposures by using simple approach for Credit risk mitigation (CRM). Off-balance sheet
items under the simplified standardized approach are converted into credit exposure
equivalents through tﬁe use of credit conversion factors. Under the standardized approach
the Group has taken advantage of the cash collaterals available with the Group in the torm of
security deposits and cash margins.

Valuation and management of eligible collaterals for CRM is being done in line with the
conditions laid down by the SBP. Since eligible collaterals for CRM purposes are all in the
form of cash collaterals, they generally do not pose risk to the Group in terms of change in
their valuation due to changes in the market conditions.

41.2 Equity Position Risk in the Banking book
Equity position includes the following:
- Strategic investments
- Investment in equities for generating revenue in short term

These equit%/ investments are accounted for and disclesed as per the provisions and
directives of SBP, SECP and the requirements of approved International Accounting
Standards as applicable in Pakistan.

Provision for diminution in the value of securities is made after considering impairment, if
any, in their value and charged to the consolidated prefit and loss account.

41.3 Yield / Profit Rate Risk in the banking book
Itincludes all material field risk positions of the Group taking into account all repricing and
maturity data. It includes current balances and contractual 1zvield rates, the Group
understands that its Islamic financing and related assets shall be repriced as per their
respective contracts.

The Group estimates changes in the economic value of equity due to changes in the yield
rates on on-balance sheet positions by conducting duration gap analysis. It also assesses yield
rate risk on earnings of the Group by applying upward amdg downward shocks.

41.4 Market Risk

Market risk is defined as the risk of losses in on-and-off balance sheet positions arising from
movements in market prices e.g. fluctuations in values in tradable, marketable or leasable
assets. The risks relate to the current and future volatility of market values of specific assets
and of foreign exchange rates and benchmark yields.

The Group uses various tools and techniques to assess market risk including but not limited
to full valuation, stress tesﬁ_n}g, scenario analysis. These assessment methods enable the
Group to estimate changes in the value of the portfolio, if exposed to various risk factors.

Moreover, since the Group does not deal in interest based products, the impact of the above
risks will be very minimal. The Group does not have positions or forward exchange contracts
giving mismatches of maturity unless such risks have been taken care of through some other
mechanism.

The VaR reports are complemented by various other position and sensitivity limit structures,
including stress, sensitivity, gap and scenario analysis. The capital charge for market risk has

been calculated by using Standardized Approach.



41.4.1 Foreign Exchange Risk

Currency risk is the risk of loss arising from the fluctuations of exchange rates.

In the normal course of conducting commercial banking business, which ranges from
intermedliation only to taking on principal risk as dealer or as counterparty, the Group purchases
or sells currencies in today / 1‘ead[; and gives or receives unilateral promises for sale or purchase
of FX at future dates in a long or short position in different currency pairs. These positions
expose the Group to foreign exchange risk. To contrel this risk, the Group primarily uses
notional principal limits at various levels to control the open position, and ultimately the
residual foreign exchange risk of the Group. The Group also strictly adheres to all associated

regulatory limits.

Following is the summary of the assets of the Group subject to foreign exchange risk.

2017
Off- .

Assets Liabilities balance Net foreign

Sheet currency

exposure
Pakistan Rupee 213,727,468 199,264,948 (7,206,404} 7,256,116
United States Dollar 2,611,705 2,924,961 6,242,049 5,928,793
Great Pritain Pound 479,939 477,915 300,010 302,034
Japanese Yen 12,351 6,690 385,986 394,677
Euro 301,912 314,354 258,114 245,642
UAE Dirham 22,344 14,803 6,407 13,948
Asian Currency Unit 71,996 - - 71,996
Swiss Frang 1,306 - 10,538 12,144
Australian Dollar 2,921 1,147 - 1,774
Saudi Riyal 1,493 - - 1,493
Canadian Dollar 313 1,831 - (1,518)
Turkish Lira 136 - - 136
217,233,915 203,006,679 - 14,227,236

2016
Off- Net forei

Assets Liabilities balance en

Sheet currency

exposure
Pakistan rupee 208,437,654 194,355,424 (6,197,348) 7,854,582
United States dollar 8,121,391 8,032,902 5,438,503 5,526,992
Great Britain pound 315,222 250,151 183,998 219,069
Japanese yen 18,587 6,107 - 12,780
Euro 297,758 298,682 574,847 573,923
UAE Dirham 3,301 6 - 3,295
Asian Currency Unit 41,541 - - 41,841
Swiss Franc 3,574 - - 3,574
Australian Dollar 3,242 1,223 - 2,019
Saudi Riyal 656 - - 656
Canadian Dollar 116 2,841 - (2,725)
Turkish Lira 138 - - 135
217,243,780 203,007,336 - 14,256,444
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415 Liquidity Risk

Lit}uidity risk is the ]ljotential loss to the Group arising from its inability either to meet its
obligations (financial) or to fund increases in assets as they fall due without incurring
unacceptable costs or losses.

BIPL's liquidity at various levels (day to day, short term, long term) is managed by the Treasury
along with the Asset and Liability Management Committee (ALCO), which is one of the most
important management level cominittees. Its role cannot be overemphasized here, it serves as a
part of the critical trio with risk management and treasury department, monitoring and
maintaining key liquidity ratios, a viable funding mix, depositor concentration, reviewing
contingency plans etc.

Liquidity risk is defined as the potential loss arising from the Bank's inability to meet in an
orgerly way its contractual obligations when due. Liquidity risk arises in the general funding of
the Bank's activities and in the management of its assets. The Bank maintains sufficient ]iquigity
to fund its day-to-day operations, meet customer deposit withdrawals either on demand or at
contractual maturity, meet customers’ demand for new financings, participate in new
investments when opportunities arise, and to meet any other commitments. Hence, liquidity is
managed to meet known as well as unanticipated cash funding needs.

Bank calculates the Liquidity Coverage Ratio (LCR) on monthly basis as per SBP Basel III
Liquidity Standards issued under BPRD circular no 08 dated June 23, 2016. The objective of LCR
is to ensure the short-term resilience of the liquidity risk profile of Bank which requires banks to
maintain sufficient High Quality Liquid Assets (HQLAs) to meet stressed cash ocutflows over a
prospective 30 calendar-days period. As of December 31, 2017, Bank’s LCR stood at 123.69%
against the SBP’s minimum requirement of 90%.

The objective of Net Stable Funding Ratio (NSFR) is to reduce fLmdin% risk over a longer time
horizon by requiring banks to fund their activities with sufficiently stable sources of funding in
order to mitigate the risk of future funding stress. Banks are expected to meet the NSFR
requirement of at least 100% on an ongoing basis from December 31, 2017.

Governance of Liquidity risk management

Liquidity and related risks are managed through standardized processes established in the Bank.
Board and senior management are apprised about liquidity profile of the Bank on periodic basis
so as to ensure proactive liquidity management and to avoid abrupt shocks. The management of
liquidity risk within the Bank is undertaken within limits and other policy parameters set by
ALCO, which meets monthly and reviews compliance with policy parameters. Day to day
monitoring is done by the treasury while overall compliance is monitored and coordinated by
the ALCO and includes reviewing the actual and planned strategic growth of the business and
its irnpact on the staternent of financial position and monitoring the Bank’s li uidity profile and
associated activities. Bank’s treasury function has the primary responsibility for assessing,
monitorinzf( and managing bank’s liquidity and funding strategy. Treasury Middle Office being
part of Risk management group is responsible for the independent identification, monitoring &
analysis of risks inherent in treasury operations. The bank has in place duly approved Treasury
investment policy and strategy along with liquidity risk tolerance/appetite levels. These are
communicafed at various levels so as to ensure effective liquidity management for the Bank.

Funding Strategy

Bank’s prime source of liquidity is the customer’s deposit base. Within deposits, Bank strives to
maintain a healthy core deposit base in form of current and saving deposits and avoid
concentration in particular Eroducts, tenors and dependence on large fund providers. Further,
Bank relies on Interbank borrowing for stop gap funding arrangements but same is less
preferred source of liquidity Within borrowing, sources of funding are also diversified to
minimize concentration. Usually Interbank borrowing is for short term. The bank follows
centralized funding strategy so as to ensure achievement of strategic and business objectives of
the Bank.



Liquidity Risk Mitigation techniques

Various tools and techniques are used to measure and monitor the possible liquidity risk. These
include monitoring of different liquidity ratios like cash to deposits, financing to deposit ratio,
liquid assets to total deposits, Interbank borrowing to total deposits and large deposits to total
deposits which are monitored on daily basis against different triggers levels and communicated
to senior management and to ALCO forum regularly. Further, Bank also prepares the maturity
profile of assets and liabilities to monitor the liquidity gaps over ditferent time buckets. For
maturity analysis, behavioral study techniques are also used to determine the behavior of
non-contractual assets and liabilities based on historic data and statistical techniques. The Bank
also ensures to maintain statutory cash and liquidity requirements all times.

Liquidity Stress Testing

As per SBP BSD Circular No. 1 of 2012, Liquidity stress testing is being conducted under various
stress scenarios. Shocks include the withdrawals of deposits and increase in assets, withdrawals
of wholesale /large deposits & interbank borrowing and utilization of undrawn credit lines etc.
Results of same are escalated at the senior level so as to enable the senior management to take
proactive actions to avoid liquidity crunch for the Bank.

Contingency Funding Plan

Contingency Funding Plan (CFP) is a part of liquidity management framework of the bank
which identifies the trigger events that could cause a liquidity crisis and describes the actions to
be taken to manage the crisis. At Bank, a comprehensive liquidity contingency funding plan is
prepared which highlights liquidity management chain that needs to be followed.
Responsibilities and crisis management phases are also incorporated in order to tackle the
liquidity crisis. Moreover, CFP highlights possible funding sources, in case of a liquidity crisis.

Main drivers of LCR Results

Main drivers of LCR Results are High Quality Liquid Assets and Net cash outflows. Outflows
are mainly deposit outflows net of cash inflows which consist of inflows from financing and
money market placements up to 1 month. The inputs for calculation of LCR are as prescribed by
the regulator.

Composition of High Quality Liquid Assets - HQLA

High Quality Liquid Assets composed of Level-1 Assets which can be included in the stock of
liquid assets at 100% of their market value. Bank has taken Cash & treasury balances,
Investments in GoP Ijarah Sukuks classified as Available for Sale category and foreign currency
Placements issued by sovereigns. Further, Level 2-A asset category includes investment in

corporate sukuk.

Concentration of Funding Sources

Being a commercial bank, it relies on funds provided by depositors. However the Bank has been
continuously improving upon its ratio of core deposits. Current and Saving accounts consist of
76.02% of total deposits, term deposits are 23.98% and borrowing from SBP and financial
institutions is 4% of total deposits. Moreover the Bank does not rely on top few depositors to
meet its funding requirements. This clearly shows that the funding sources for the Bank are well
diversified.

Currency Mismatch in the LCR

Currency mismatch is minimal as FCY deposits are 2.11% of Bank's total deposits.
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41.6

41.7

41.8

41.9

Operational Risk

Operational Risk is defined as the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external / internal events. The risk is different from the
others, since it has a greater level of uncertainty and may be termed as a little difficult to
measure. The Group believes that (prudence) should be lived and breathed through the
organizational culture.

At a more formal level, the Group has strengthened its risk management framework by
developing polices, guidelines and manuals. Operational and other risk assessment tool e.g.
Risk Control and Self Assessment (RCSA) is being effectively used to assess, mitigate and
monitor possible risk that may arise in any of the Group’s financial product or department.
Operational Loss Database (OLD) records all the internal / external potential operational losses
which helps the management understand the causes and impact of these risks.

Strategic Risk

Strategic risk arises due to wrong assumptions in strategic decision making or the failure to react
correctly to long-term changes in strategic parameters.

The Group follows a deliberate low-risk strategy. Within the general constraints of its niche
market the Group is aware of the need of reducing risk. The Group has a well established
strategic planning and evaluation process which involves all levels of management and which is
subject to regular review.

Systemic Risk

Systemicrisk is the risk of a total or partial collapse of the financial system.

Such a collapse could be due to technical factors or market driven {psychological reasons).
Systemic risk is reduced by the activities of both national and international regulatory
authorities. The Group actively supports these organizations through its membership of the
relevant Grouping industry association i.e. Pakistan Groups Association (“PBA”}. The Group
also takes account of systemic risk by means of careful management of counter party risks in the

inter-Group market.

Shariah Non-compliance Risk

Shariah non-compliance risk is the risk that arises from an Islamic bank’s failure to comply with
the Shariah rules and principles prescribed by the State Bank of Pakistan and / or the Shariah
Advisor of the Group. It remains’ the most important operational risk for an Islamic bank.
Compliance of shariah guidelines must permeate throughout the organization and its adherence
should be reflected in the products and activities.




42  TRUST ACTIVITIES

Banks commonly act as trustees and in other fiduciary capacities that result in the holding or
placing of assets on behalf of individuals, trusts, retirement benefit plans and other institutions.
These are not assets of the Group and, therefore, are not included in consolidated statement of
financial position. Following is the list of assets held under trust:

Category Type No. of IPS account -----R:;J;eigugﬂﬂ-----
2017 2016 2017 2016

Insurance Companies Sukuks 2 1 278,000 220,000
Asset Management Companies Sukuks 22 24 1,206,740 1,426,240
Employee Funds / NGO's Sukuks 4 5 28,000 138,250
Individuals Sukuks 8 9 103,295 137,795
Others Sukuks 25 21 6,091,965 4,537,715
61 o1 7,708,000 6,460,000

43  PROFIT /(LOSS) DISTRIBUTION TC DEPOSITOR'S POOL

The Bank maintained the following pools for profit declaration and distribution during the year
ended December 31, 2017:

(1) General Deposit Mudarabah Pool (PKR, USD, EUR & GBEP);

)  Musharakah Pool under SBP's Islamic Export Refinance Scheme; and
(iii) Special Modaraba Deposits Pool

iv) Treasury Special Pools

The deposits and funds accepted under the General Deposit Mudarabah Pool is provided to
different sectors of economy mainly to "Textile and Allied’, ' Energy’, Fertilizer’, "Trading’ ,’
Consumer Finance’ and 'GOP Ijarah Sukuks’.

Musharakah investments from the SBP under Islamic Export Refinance Scheme (IERS) are
channelled towards the export sector of the economy via different Islamic financing modes such
as Murabahah, Istisna etc.

Key features and risk &reward characteristics of all pools

The 'General Deposit Mudarabah Pool’ for both local and foreign currency is to cater all
depositors of BIPL and provide profit / loss based on actual returns earned by the pool.
Depositors are Rabb-ul-Maal as they are the provider of capital while the Bank acts as Mudarib
by investing these funds in business. Since there are more than one Rabb-ul-Maal (depositor),
their mutual relationship is that of Musharakah. Profit is shared among Mudarabah partners
(Bank and depositors) as per pre-agreed profit sharing ratio. Whereas, profit sharing among the
depositors is based on pre-assigned weightages. Loss, if any, is borne by Rabb-ul-Maal as per the
principles of Mudarabah.
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The IERS Pool caters to the 'Islamic Export Refinance Scheme’ requirements based on the
guidelines issued by the SBP. In this Scheme, SBP enters intc a Musharakah arrangement with
the Bank for onward financing to exporters and other blue chip companies on the basis of
Shariah compliant modes such as Murabahah, Istisna, etc. Under the scheme, SBP is required to
share in profit and loss of the Bank's IERS Musharakah pool. IERS pool consists of blue chip
companies to whom the Bank has provided financing facilities on Shariah compliant modes
including IERS facility. Profit is shared according to an agreed weightage and loss is shared
according to the investment ratio. The Special Mudarabah Deposits Pools for local currency are
created to attract and retain clients expecting specific returns. The funds received against these
deposits are invested in varicus Shariah compliant assets.

Treasury Pools are managed on the basis of Musharakah, wherein BIPL and partner (Financial
Institution) share actual return earned by the pool according to pre-defined profit sharing ratio.

The risk characteristic of each pool mainly depends on the asset and liability profile of each pool.
The poolis exposed to following kinds of risks:

1 Asset Risk: The poolis exposed to Asset Risk which is the risk that is associated with Islamic
mode of finance(s) applied / used under the transaction structure(s). The Bank has prepared
detailed product manuals in order to identify and properly mitigate such risk. The Bank also
analyses transaction structure of each customer to further ensure proper safeguard of
depositors’ interest. The review is done by experienced team of professionals having
considerable experience in the field of Islamic banking and finance. Nevertheless since
Islamic banking is a nascent industry, we believe that the process of further improvement will
continue as the business grows.

2 Credit Risk: Financial Risk is the risk which is associated with financing that is mitigated
through safeguards through available standards within Shariah guidelines as disclosed in

note 40.1 to these financial statements.

Parameters used for allocation of profit, charging expenses and provisions etc. along with a
brief description of their major components:

Gross income (Revenue less cost of goods sold and after deduction of other direct expenses),
generated from relevant assets is calculated at the end of the month. The income is shared
between the Bank and the depositors as per agreed profit sharing ratio after deduction of
commingled Bank's equity share on pro rata basis. The residual is shared among depositors as
per agreed weightages. These weightages and profit sharing ratios are declared by the Bank in
compliance with the requirements of the SBP and Shariah.

The allocation of income and expenses to different pools is based on pre-defined basis and
accounting principles / standards. Direct expenses are charged to respective pool, while indirect
expenses are borne by the Bank as Mudarib. The direct expenses charged to the pool are direct
cost in financing / investment transactions (i.e. Murabahah, [jarah, Diminishing Musharakah,
Istisna, Karobar Financing, Salam, etc.) and depreciation of Ljarah assets. The general and
specific provisions created against non-performing Islamic financing and related assets and
diminution in the value of investments as under prudential regulations and other SBP directives
have been borne by the Bank as Mudarib.
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Profit rate P "
return erci? 8¢ Amountof
Profit rate and | Profit . . distributed . Mudarib
General Deposit | weightage rate | Deposito Mud ari Mudarib to Mudarib Share
rShare | b share . share
Mudarabah Pool |announcement| retumn share |remunerati transferred
od o % % d ., | transferred h h
perio earn ve elsliosﬂs through t roug
{Savings Hibs Hiba
and Term)
(Rupees 1n ‘000) {Rupees in ‘000)
PER Fool Monthly 8.30% B0.00%  B0.00%  3.305,30 4.17% 20.71% 1,008,762
UsD Pool Manthly 0.69% EO.O0%  BO.O0% 5,001 0.37% 12.02% 720
GBP Fool Monthly 005%  50.0%  B0.00% 45 006% 18.33% g
EURO Pool Monthly 0.01% 50.00%  50.00% 8 0.00% 0.00% -
Profit Rate .
Profit T Amount of
Specific W ialhlfa o Rate Client | Bank Bank lroftll::ate I:;rﬁfi%??e Hiba to
Musharakah Pool CIBNIABES | oturn |Share % |Share% | Share return 1ba 1o IERS
announcement ol distributed | Client cli
Period earn 1ent
(Rupees 1n ‘000) {Rupees in ‘000)
Islamic Export Monthly 4.04% 22.30%  T7.70% 150,910 1.97% 0.00% -
Refiance (IERS)
Musharakah Fool
Amountot
Profit rate | Percentage Mlll]dalb
Profit Rate Profit return of ¢ § far?-ed
Specifi and rou Deposito | Mad ari . |distributed | Mudarib |85
pecific Weightages | 2% | rShare | b Share Mudarib t0 share through
M ud arabaha Pool gntag return Fee . Hiba to
anpouncement| oo % % remunerati | transferred special
Period ve special | through P .
. \ remunerak
deposits Hiba
ve
d eposits.
(Rupees 1n 000} {Rupees n ‘000)
Special Modaraba Monthly 7.82% B0.00%  50.00% 65,444 5.93% 51.83% 33,922.51

Deposits PKR Fool

In addition to the above, 149 short term Treasury Pools were created to meet liquidity management
requirement of Treasury Department. The Pools were dissolved after maturity of respective Treasury
transaction. The Pools were managed under the Shariah approved guidelines.
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4  GENERAL

44.1 Captions, as prescribed by BSD Circular No. 04 of 2006 dated February 17, 2006 issued by the
SBP, in respect of which there are no amounts, have not been reproduced in these consolidated
financial statements, except for captions of the Statement of Financial Position and Profit and
Loss Account.

The figures in the consclidated financial statements have been rounded off to the nearest
thousand rupee.

44.2 Corresponding figures

Corresponding figures have been re-arranged and reclassified, wherever necessary, to facilitate
comparisons. There were no significant reclassifications during the year except as disclosed

below:
2007
Reclassified from Reclassitied to Rupees in D00
Fee, commussion and brokerage imncome tmancing and related assets 89,817
and advances - net

45  DATE OF AUTHORISATION FOR ISSUE

These consolidated financial statements were authorised for issue on April 6, 2018 by the Board
of Directors of the Holding Company.

CHIEF FINANCIAL PRESIDENT / CHAIRMAN DIRECTOR DIRECTOR
OFFICER CHIEF EXECUTIVE
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Annexure |

Details of disposal of fixed assets to the Chief Executive Officer or to a Director or to Executives,
irrespective of the value, and to any other person having cost more than Rs 1 million or net book
value of Rs 250,000 or above are as follows:

Asoet (Accumilated| o | Sale |Gaio/Uo)| .
Asset description Cost | depreciation proceeds | on disposal Jiswosal Particulars of Buyer
Rupees in N0

Taptop 3 - 3
Laptop 13 -
La; 12 12 - 2
uﬁ i3 b - 5
Laptop 15 15 - ]
Tapiop 15 1 - 5 5[ Bank Policy [Flasan Rizvi - Section Tead Infemal Audit
Laptop 123 13 - 5 5| Bank Policy _ |Shamshad Ahmed - HOD Trade Finance
Laptop 10 k) - 5| bank Policy  |5aud Usmand - Section Head 15D Infrastrociure
Taptop b5 : §| Bank Folicy Pasha - Section Head T
Laptop lﬁ 153 - Bank Policy ussan -
Laptop pi - 5| Bank Policy ATl - Bection Pead Finance

plop ki kK] - 5 5| Bank Policy |Wasim - Section Head Internal Audit Central |
Censel 197 11 ™ i) W[ Tender 75, Adam Traders
Censet T 16 & 43| Tender T, Adam Traders
(ensel 101 o] 113 164 51| Tender M/s. Adam Traders
(zenset 6,132 426 750 7,574 Tender M/, Adam Traders

etwark Hauipment 8,167 8167 - - - | Tender M/s. lotal Enpinesrr

& Thin Client or L | 75 505 Takahi Claim | M7s. far Tnsurance Claim

Total 20,153 W oz 41 328
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Banklslami

MoneyGram.

money transfer

Home Remittance — Now even more convenient...

With Banklslami’s MoneyGram. service, you can receive money sent to you from abroad by
your loved ones, from any Banklslami branch nationwide.

Banklslami's MoneyGram. service comes with the following features:

' Quick Account Opening facility
= Service available at Banklslami’s 330" branches in 114 cities
' Money transfer from MoneyGram. outlets in over 200 countries
Bank account not required for receiving MoneyGram. payment from any Banklslami branch
Payments may also recsive from any branch of Bank of Azad Jammu and Kashmir (Azad
Kashmir} and Karakorum Cooperative Bank Limited (Gligit Balistan)

*Including sub-branches

| Serving you, the Right way

BanklIslami Pakistan Kttt
ipimiber Fidertd ov i 111-ISLAMI (111-475264)
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Annexure to Directors” Report

Pattern of Shareholding

ASAT DECEMBER 31, 2017

Shalli(;{oolfi e Shareholdings' Slab Total Shares

766 1 100 16,191
14743 101 500 7,013,181
3175 501 1000 2,390,833
1671 1001 5000 3,140,310
174 5001 10000 1,313,445
52 100601 15000 642,039
32 15001 20000 576,326
21 20001 25000 463,364
9 25001 30000 257,010
17 30001 35000 560,066
5 35001 40000 188,112
5 40001 45000 215,966
10 45001 50000 491,134
3 50001 55000 157,793
4 55001 60000 233,308
5 60001 65000 310,739
1 65001 70000 69,531
3 70001 75000 220,951
2 80001 85000 169,000
1 90001 95000 92712
2 95001 100000 199,614
1 110001 115000 111,873
2 115001 120000 239,913
1 130001 135000 130,829
1 140001 145000 140,500
1 145001 150000 150,000

1 155001 160000 157,500
2 175001 150000 355,970
1 185001 190000 185,937
1 200001 205000 203,000

1 205001 210000 210,000

1 215001 220000 217,500
1 225001 230000 229,053
1 235001 240000 236,500

1 245001 250000 247,816

1 255001 260000 255,202
1 320001 325000 320,500
1 395001 400000 400,000
1 430001 435000 434,000
1 475001 480000 475,175
1 515001 520000 519,084







Tradition of Saving with Innovation

Islami Bachat Account offers the following pure Islamic banking solutions while keeping your
values intact.

Halal Profit payment on monthly basis = Online Banking facility
VISA Debit Card facility = SMS Banking facility

Nationwide network of 330 branches in 114 cities 4 Internet Banking facility
and Mobile App

| Serving you, the Right way

BanklIslami Pakistan ety
s T 111-ISLAMI (111-475264)




No. of Shareholdings' Slab

Shareholders

Froin
935001
995001
1530001
3180001
3205001
42345001
4615001
5700001
6160001
6600001
7045001
9565001
12250001
14590001
15700001
16210001
16705001
18300001
18735001
23200001
27995001
50290001
90020001
144200001
158965001
214255001

Pd et TR e el el e el fd el e el fd el el el el el el et pd el e el ek

i

20750

To

940000
1000000
1985000
3185000
3210000
4350000
4620000
5705000
6165000
6605000
7050000
9570000

12255000
14595000
15705000
16215000
16710000
18305000
18790000
23295000
28000000
50295000
99025000

144205000

158570000

214260000

Total Shares
Held
936,697

1,000,000
1,930,500
3.184,500
3,206,000
4,345 345
4,613,428
5,702,050
6,160,067
6,603,975
7,045,200
9,568,500
12,250,976
14,593,000
15,703.637
16,213,251
16,709,207
18,300,705
13,786,731
23,291,693
23,000,000
50,293,194
198,047,276
144,200,144
158,967,492
214,258,460
1,007,912,090
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Annexure to Directors” Report

Categories of Shareholders
AS AT DECEMBER 31, 2017

PARTICULARS SHAREHOLDERS SHAREHOLDING PERCENTAGE

ASSOCIATED COMPANIES, UNDERTAKINGS AND

RELATED PARTIES 3
TAHANGIR SIDDIQUI & CO.ITD. 214,258,460 21.26
DUBAI BANE PISC 144,200,144 1431
SA] CAPITALMANAGEMENT LTD 50293194 4.99
SUB TOTAL 405,751,798 40.55
MUTUAL FUNDS 5
CDC- TRUSTEE MEEZAN BALANCED FUND 875 (18]
CDC- TRUSTEE ARD CFFORTUNITY FUND 6,160,067 a6l
CDC- TRUSTEE ALMEEZAN MUTUALFUND E75 000
CDC- TRUSTEE MEEZAN ISLAMIC FUND &5 Q00
CDC- TRUSTEE NATICNAL INVESTMENT (UNTT) TRUST 247,816 ooz
SUBTOTAL 0,410,506 0.61
DIRECTORS AND THEIR SPOUSE(S) AND MINOR CHILDREN 6
ATTHUSSAIN 158,967,492 15.77
AMJAD WAHEED 500 Q00
FAWAD ANWAR 1,750 000
HASAN AZLZ BILGRAMI 936,657 oo
NOMAN YARCOB 16,708,207 166
SIRA] AHMED DADABHOY 5,000 000
SUB TOTAL 176,623,616 17.52
PUBLIC SECTOR COMPANIES AND CORPORATIONS 1 190 000

BANKS, DEVELOPMENT FINANCE INSTITUTIONS,
NON-BANKING FINANCE COMPANIES,
INSURANCE COMPANIES, TAKAFUL, MODARABAS

AND PENSION FUNDS 6 7,656,120 076

General Public

a. Local 20,675 33,3702 33.27

b. Forelgn g 125,150 Qo1

Foreign Companies 3 29,512,827 2.93

Others 42 43,461,819 431
Totals 20,750 1,007,912,090 100.00

ADDITIONAL INFORMATION

AS AT DECEMBER 31, 2017

FIVE % AND ABOVE

JTAHANGIR SIDDIQUI & CO.LTD. 214,258,460 21.26

ATTHUSSAIN 158,967,492 15.77

DUBAI BANEK FJSC 144,200 144 1431

AHMED G. M. RANDEREE 99,123,638 9.82

SHABIR AHMED RANDEREE 9903638 9.82



BanklIslami

Banklslaml Debit Cards

-

The Power to Pay Directly

Shopping Fuel Dining Travel Grocery

&S0

L Serving vou, the Right way

Banklslami Pakistan 111-ISLAMI (111-475264)
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Banklislami

[4assapacnnsinenanaasan

Save Savings, Halal Profit

With Islami Amadni Certificate, you get the best of both the worlds in a safe, secure and

flexible package to perfectly meet your needs. Islami Amadni Certificate provides you with
the following features:

* Minimum investment amount of Rs. 10,000/- * Internet Banking facility and Mobile App

= Profit payment at maturity " |nvestment tenure from 1- 5 years
= No penalty on premature encashment of investment = Monthly Halal profit payment

Serving you, the Right way

B ﬁm&‘%ﬁsm 111-ISLAMI (111-475264)
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Correspondent Banking Network

NAME OF BANK
AUSTRALIA JPMORGAN CHASE BANK NATIONALASSOQCTATION
AUSTRIA RATFFISENLANDESBANK OBEROESTERREICH
BAHRAIN ALBARAKA ISLAMIC BANK

BANK AL HABIB LIMITED

BMI BANK BSC{(C)

NATIONAL BANK OF PAKISTAN

BANGLADESH BANKALFALAH LIMITED

BANK ASIA LIMITED

EASTERN BANK LIMITED

HABIB BANK LIMITED

SOUTHEAST BANK LIMITED

STANDARD BANK LIMITED

BEIRUT BANK OF EEIRUT

BELARUS JOINT-5TOCK SAVINGS BANK BELARUSBANK
BELGIUM BELFIUS BANK SA /NV

BYBLOS BANK EURCPE S.A.

HABIB BANK LIMITED

KBC BANK NV

CANADA HABIB CANADIAN BANK

CHINA AGRICULTURAL BANK OF CHINA LIMITED

BANK OF CHENGDU COMPANY LIMITED

BANK OF CHINA

BANK OF DALIAN

BANK OF DEYANG COMPANY LIMITED

BANK OF GUIYANG COMPANY LIMITED

BANK OF TANGSU COMPANY LIMITED

BANK OF RUIFENG

CHANGSHU RURAL COMMERCIAL BANK

CHINA EVERBRIGHT BANK

EXPORT - IMPORT BANK OF CHINA

HARBIN COMMERCIAL BANK

HUAXIA BANK

INDUSTRIAL AND COMMERCIAL BANK OF CHINA
JIANGSU ZHANGJIAGANG RURAL COMMERCIAL BANK COMPANY LIMITED
JPMORGAN CHASE BANK (CHINA) COMPANY LIMITED
PING AN BANK COMPANY LIMITED

RURAL COMMERCIAL BANK COMPANY LIMITED ZHANGJIAGANG
SHENGJING BANK

TAICANG RURAL COMMERCIAL BANK

YINZHOU BANK
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COUNTRY

NAME OF BANK

ZHEJIANG CHOUZHOU COMMERCTAL BANK COMPANY LIMITED

ZHEJTANG PINGHU RURAL COOPERATIVE BANK

ZHEJIANG XIAOSHAN RURAL COMMERCIAL BANK COMPANY LIMITED

CZECH REPUELIC

CESKA SPORITELNA AS
CITIBANK EUROPE PLC
UNICREDIT BANK CZECH REPUBLIC AND SLOVAKIA AS

DENMARK

DANSKE BANK A /S

DJIBOUTI

BANQUE POUR LE COMMERCE ET I'INDUSTRIE-MER GROUGE

EGYPT

MASHREQ BANK PSC

FINLAND

DANSKE BANKA/S
DANSKE BANK PLC

FRANCE

HABIB BANK LIMITED
NATIONAL BANK OF PAKISTAN

GERMANY

DANSKE BANK A/S

DEUTSCHE BANK A G.

LANDESBANK HESSEN THUERINGEN GIROZENTRALE
NATIONAL BANK OF PAKISTAN

RATFFEISENLANDESBA NK OBEROESTERREICH AKTIENGESELL
UNICREDIT BANKAG

GREECE

EUROBANK ERGASIAS S A.

HONG KONG

BANK OF AMERICA

HABIBE BANK LIMITED

HBZ FINANCE LIMITED

ICICI BANK LIMITED

JPMORGAN CHASE BANK NATIONAT ASSQCIATION
MASHREQ BANK PSC

NATIONAL BANK OF PAKISTAN

UNION BANK OF INDIA

UNION DE BANQUES ARABES ET FRANCAISES

INDIA

JPMORGAN CHASE BANK NATIONA L ASSOCIATION
MASHREQ BANK PSC

PUNJADB NATIONAL BANK

TAMILNAD MERCANTILE BANK LIMITED

UNION BANK OF INDIA

INDONESTA

JPMORGAN CHASE BANK NATIONATL ASSOCIATION
PT BANK BUKOPIN

PT BANK MANDIRI(PERSERO) TEK

PT BANK MAYAPADA INTERNATIONAL TBK

PT BANK SYARIAH MUAMALAT INDONESIA TEK

IRELAND

DANSKE BANK PLC

ITALY

BANCA POPLARE DELL'EMILIA ROMAGNA SOCIETA COOPERATIVA

BANCA UBAE 5PA
BANCO POPLARE MILANO

R e ey R e ’ g af S ; i . %
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Pakistan's First Complete
Biometric Banking Solution

Banklslami introduces BioBanking where customers can now use their Thumb impression as their
identity mark to carry out branch banking transactions at all Banklslami branches.

With BioBanking the following branch banking transactions can be made:

» Cash Withdrawal » Payorder Issuance

= Lltility Bills Payment = Mobile Top up

= Dormant Account Activation # Funds Transfer (Own Account, Third Party & IBFT)

« Card Activation

j, Serving yeu, the Right way

BanklIslami Pakistan wPheealiallc
oAk bk ol 111-ISLAMI (111-475264)
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Cardless

AIM

An Impression is Enough
Pakistan’s First Biometric & Cardless ATM

Your thumb impression is all you need for transaction at our ATMs.
1. Enter your CNIC 2. Place your Thumb on the scanner 3. Draw your desired amount
Banklslami is the pioneer of Biometric ATM in Pakistan since 2006. This service is available
in 114 cities across Pakistan.

E Serving you, the Right way

BanklIslami Pakistan oo, s
TR s ey 111-ISLAMI (111-475264)



COUNTRY

NAME OF BANK

BANCO POPOLARE DIVERONA
INTESA SANPAOLO SPA S.PA.

JAPAN

JPMORGAN CHASE BANK, N.A.

KOREA EXCHANGE BANK

MIZUHO CORPORATE BANK LIMITED
NATIONAL BANK OF PAKISTAN

UNION DE BANQUES ARABES ET FRANCAISES

KENYA

GULF AFRICAN BANK LIMITED
HABIB BANK AG ZURICH

HABIB BANK LIMITED

KENYA COMMERCIAL BANK LIMITED

KOREA

BUSAN BANK

TPMORGAN CHASE BANK NATIONALASSOCIATION
KOOKMIN BANK

KOREA EXCHANGE BANK

NATIONAL BANK OF PAKISTAN

UNION DE BANQUES ARABES ET FRANCAISES
WOORI BANK

KUWAIT

COMMERCIAL BANK OF KUWAIT SAK, THE

LEBANON

HABIB BANK LIMITED

LUXEMBOURG

DANSKE BANK INTERNATIONALSA

MALAYSIA

BANK MUAMATAT MALAYSIA BERHAD
JPMORGAN CHASE BANK BERHAD
MIZUHO CORPORATE BANK LIMITED

MALTA

FIMBANK PLC

MAURITIUS

HABIB BANK LIMITED MAURITIUS

NEPAL

HIMALAYAN BANK LIMITED

NETHERLANDS

HABIB BANK LIMITED
DEUTSCHE BANK A.G.
DEUTSCHE BANK NEDERLAND N.V

NIGERIA

KEYSTONE BANK LIMITED

NORWAY

DANSKE BANK PLC

OMAN

HABIB BANK OMAN

PAKISTAN

ATLBARAKA BANK (PAKISTAN) LIMITED
ALLIED BANK LIMITED

ASKARI BANK LIMITED

BANK AL HABIB LIMITED

BANKALFALAH LIMITED

BANK OF KHYBER (THE)

BANK OF PUNJAB (THE)

DEUTSCHE BANK A.G.

DUBATISLAMIC BANK PAKISTAN LIMITED
FAYSAL BANK LIMITED
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COUNTRY NAME OF BANK

HABIB BANK LIMITED

HABIB METROPOLITAN BANK LIMITED
INDUSTRIALAND COMMERCIAL BANK OF CHINA KARACHI BRANCH
IS BANKLIMITED

MCB BANK LIMITED

MCB ISLAMIC BANK LIMITED

MEEZAN BANK LIMITED

NATIONAL BANK OF PAKISTAN

SAMBA BANK LIMITED

SILKBANK LIMITED

SINDH BANK LIMITED

SONERI BANK LIMITED

SUMMIT BANK LIMITED

UNITED BANK LIMITED

PORTUGAL DEUTSCHE BANK A.G.

POLAND BANK ZACHODNIWBK SA

DANSKE BANK A/S

QATAR DOHA BANK

MASHREQ BANK PSC

MASRAF AL RAYAN

QATARISLAMIC BANK

UNITED BANK LIMITED

ROMANIA ROMANIAN INTERNATIONAL BANK SA
RUSSIA OPEN JOINT STOCK COMPANY 'RBS
SAUDIARABIA BANKALJAZIRA

EMIRATES NBD PJSC

JPMORGAN CHASE BANK NATIONALASSOCIATION
NATIONAL BANK OF PAKISTAN

NATIONAL COMMERCIAL BANK THE

SAUDI HOLLANDI BANK

SINGAPORE HABIB BANK LIMITED

JPMORGAN CHASE BANK NATIONATL ASSOCIATION
UNION DE BANQUES ARABES ET FRANCAISES
WELLS FARGO BANK NA

WOORI BANK

SOUTH AFRICA HABIB OVERSEAS BANK LIMITED

HBZ BANK LIMITED

SPAIN BANCO ESPANOL DE CREDITO
BANCO SANTANDER S.A.
SRILANKA HATTON NATIONAL BANK LIMITED
SWEDEN DANSKE BANK A/S
SVENSKA HANDELSBANKEN

SWITZERLAND ARAB BANK (SWITZERLAND) LIMITED
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COUNTRY NAME OF BANK
HABIE BANK AG ZURICH
HABIBSONS BANK LIMITED
LUZERNER KANTONAL BANK
UNITED BANKA.G.
TAIWAN DEUTSCHE BANK A.G.

JPMORGAN CHASE BANK NATIONALASSOCIATION
TATWAN SHIN KOG COMMERCIAL BANK COMPANY LIMITED
THAILAND EXPORT - IMPORT BANK OF THAILAND
ISLAMIC BANK OF THAILAND

JPMORGAN CHASE BANK NATIONAL ASSOCIATION
TURKEY ASYA KATILIM BANKASIA.S.

DENIZ BANKA.S

HABIB BANK LIMITED

KUVEYT TURK KATILIM BANKASI SA

TEKSTIL BANKASI S A.

TURKIYE CUMHURIYETI ZIRAAT BANKASIAS.
TURKIYE FINANS KATILIM BANK

TURKIYE VAKIFLAR BANKKASI TA.O.

UAE ABU DHABI COMMERCIAL BANK

ABU DHABIISLAMIC BANK

EMIRATES NBD BANK FJSC

HABIBE BANK AG ZURICH

HABIE BANK LIMITED

MASHREQ BANK PSC

MCB BANK LIMITED

UNITED BANK LIMITED

UKRAINE CREDIT DNEPR BANK

DEMARK BANK [S

UK INTESA SANPAOLO SPA

BYBLOS BANK EUROPE S.A.

DANSKE BANKA/S

DANSKE BANK PLC

HABIBSONS BANK LIMITED

EMIRATES NBD FISC

DEUTSCHE BANK A.G.

HABIE BANK UK

HABIB BANK AG ZURICH

AL RAYAN BANK PLC

JPMORGAN CHASE BANK N.A.

MASHREQ BANK PSC

UNITED NATIONAL BANK

WOORI BANK

USA ATLANTIC BANK OF NEW YORK
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COUNTRY NAME OF BANK

BOKF NA

DEUTSCHE BANK TRUST COMPANY AMERICAS
HAPBIB AMERICAN BANK

JPMORGAN CHASE BANK NATIONALASSOCIATION
MASHREQ BANK PSC

NATIONAL BANK OF PAKISTAN

SAEHAN BANK

UNITED BANK LIMITED

WACHOVIA BANK, NA

WELLS FARGO BANK NA

VIETNAM ASIA COMMERCIAL BANK

JOINT STOCK COMMERCIAL BANK
VIETNAMASIA COMMERCIAL JOINT-STOCK BANK
VINASIAM BANK

WESTERN COMMERCIAL JOINT STOCK BANK
YEMEN SABA ISLAMIC BANK

UNITED BANK LIMITED




Bank ;slami

Banking

Pakistan's First Complete
Biometric Banking Solution

Banklslami introduces BioBanking where customers can now use their Thumb impression as their
identity mark to carry out branch banking transactions at all Banklslami branches.

With BioBanking the following branch banking transactions can be made:

+ Cash Withdrawal = Payorder Issuance

+ Utility Bills Payment = Mobile Top up

» Dormant Account Activation * Funds Transfer (Own Account, Third Party & IBFT)
+ Card Activation

Serving you, the Right way

BankIslami Pakistan

wnbankislaml.com.pk 111-!3[“(???—4?5264)




Nothing can be more Simpler

Banklslami's Islami Asaan Account gives you freedom to open an account in 3 simple steps:
A. Visit your nearest branch B. Fill Asaan account form C. Submit CNIC copy

Features of Islami Asaan Account:

Open your account with Rs. 100/- Internet Banking facility and Mobile App
Free Cheque Book* VISA Debit Card facility
Free E-Statement facility SMS Banking facility
Free Payorder* Facility of opening a Current, Saving
or Sahulat Account

For Sahulat Accourt Cnly {.e. on deposit of A, 25,000 & sbove)

e O=ORORQONC)
: ! ) | (W !

BanklIslami Pakistan e L
S et 111-ISLAMI (111-475264)




Location No of Branches

1 Abbotabad 1
2 Arifwala 1
3 Attock 2
4 Badin 1
5 Bahawalpur 2
6 Balakot 1
7 Batagram 1
5 Batkhela 1
e Beesham 1
10 Booni 1
11 Buner 1
12 Burewala 1
13 Chakwal 1
14 Chaman 1
15 Chichawatni 1
16 Chillas 1
17 Chiniot 1
13 Chitral 1
19 [.G. Khan 2
20 D.I. Khan 1
21 Dadu 1
22 Dargai 1
23 Daulatpur Safan 1
24 Dinga 1
25 Dukki 1
26 Faisalabad 2
27 Fateh Jang 1
23 Gharo 1
29 Ghotki 1
30 Gilgit 1
31 Gojra 1
32 Golarchi 1
33 Gujjar Khan 1
34 Gujranwala 3
35 Guyrat 2
36 Hala 1
37 Haripur 1
38 Harnai 1
39 Haroonabad 1
40 Hasan Abdal 1
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Serial No. Location No of Branches
41 Hattar 1
42 Hazro 1
43 Humak 1
44 Hyderabad 6
45 Islam Garh AJK 1
46 Islamabad 16
47 Jhang 1
48 Thelum 2
49 Thuddo 1
50 Kamold 1
31 Kandhkot 1
52 Karachi 102
23 Kasur 1
54 Khairpur 1
55 Khanewal 1
56 Khanozai 1
57 Khanpur 1
58 Kharian 1
59 Kotri 1
G0 Kuchlak 1
61 Lahore 49
62 Lalamusa 1
63 Larkana 1
64 Loralai 1
65 Mandi Bahauddin 1
66 Manshera 1
67 Mardan 1
63 Mehar 1
69 Mian Channu 1
70 Mianwali 1
71 Mingora Swat 1
72 Mirpur AJK 2
73 Mirpur Khas 2
74 Multan 6
79 Mutree i
76 Muslim Bagh 1
77 Naran 1
78 Nawabshah 2
79 Nowshera 1
S0 Okara 2
81 Pakpattan 1
82 Peshawar 5
83 Pir Mahal 1




Serial No. Location No of Branches

84 Pishin 1
35 Qilla Saifullah 1
26 Quetta 9
87 Rahim Yar Khan 2
88 Rawalpindi 13
89 Sadigabad 2
90 Sahiwal 2
91 Sambriyal 1
! Sanghar 1
93 Sargodha 2
94 Sharigh 1
95 Sheikhupura 1
96 Shujabad 1
97 Sialkot 3
93 Sibbi 1
99 Sukkur 2
100 Talagang 1
101 Tando Adam 1
102 Tando Allah Yar 1
105 Tatral Kahun 1
104 Taxila 1
105 Thana Bula Khan 1
106 Timargara 1
107 Toba Tek Singh 1
108 Upper Dir 1
109 Vehari 1
110 Wah Cantt 1
111 Wazirabad 1
112 Zahir Pir 1
113 Zhob 1
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Proxy Form
14th Annual General Meeting

The Company Secretary
BankIslami Pakistan Limited
11th Floor, Executive Tower,
Dolmen City, Marine Drive,
Block — 4, Clifton

Karachi — Pakistan.

I/ We of being a member(s) of
BankIslami Pakistan Limited, holder of ordinary shares as per Share Register
Folio No./CDC Account No. hereby
appoint ,  Folio No./CDC Account No. (f
member), of or failing
him / her Folio No./CDC Account No. (if
member), of as my/our proxy in

my / our absense to attend and vote for me / us, and on my / our behalf at the 14th Annual
General Meeting of Bank to be held on Saturday, April 28, 2018 at 09:30 am. at Regent Plaza
Hotel & Convention Centre, Shahrah-e-Faisal, Karachi and at any adjournment thereof.

Signed under my / our hand this day of

Please affix
Rupees Five
Revenue Stamp

Witness 1:

Name:

Address:
CNIC or Passport No.

Witness 2:

Signature of Member(s)
Name:

Address:
CNIC or Passport No.

Notes:

1. Proxies in order to be effective, must be received by the company not less than 48 hours before the meeting,

2. CDC Shareholders and their Proxies are each requested to attach an attested photocopy of their

Computerized National Identity Card or Passport with this proxy form before submission to the Company:
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Please affix
Correct

Postage

The Company Secretary

BanklIslami Pakistan Limited
11% Floor, Executive Tower,

Dolmen City, Marine Drive,

Clifton Block - 4,

Karachi, Palistan




Please affix
Correct

Postage

The Company Secretary

BanklIslami Pakistan Limited
11% Floor, Executive Tower,

Dolmen City, Marine Drive,

Clifton Block - 4,

Karachi, Palistan
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- CENTRAL DEPOSITORY COMPANY
©On behalf of Bankislami akistan Lirmited OF PAKISTAN LIMITED

Head Office:

DT House, 99-B, Block '8,
M HS Man Shahra-e-Faisal,
Karach - 74400, Pakistan

Tel OBOO-23275

Fax (82:21) 34326053

URL winnw cdcpakistan com
Ema\l infu@cdepak.com

[~}
Bank Account Details for Payment of Cash Dividen \/ @
[Mandatory Requirement as per the Camgpanles Act, 20”%1- 6%

Dear Sharehaldar,

This is to inform you that |n accordance with the Sectlon 242 of 1the Companles Act, 2017, any dividend payable in cash shall
unly be paid through electronic mode directly into the bank account designated by the entitled shareholder. Please note
that giving bank mandate for dividend payments is mandatory and in order to comply wiith this regulatory requirement and
1o avail the facility of direct credit of dividend amount in your bank accouni, you are requested 1o please provide the
lollowing information:

Detalls of Shareholder

Name of shareholder

Folio / CDS Account No.

CNIC No.

Cell nurnber of shareholder

Landline number of shareholder, if any

Details of Bank Accouat

Title of Bank Account

international Bank Account Number (iBAN) |pFK: ‘_|— T| ‘ | | ‘ | ] | I |_r ] {_24 digit—J}

p |
Mandato - - ] S I :
an v {Kindly provide your accurate IBAN number after consulting with your

respective bank branch since in case of any error or omission in given
IBAN, the company will not be held responsible in any manner for any loss
ar delay in your cash dividend payment).

Bank’s name

Branch name and address

It is stated that the above-mentioned Informnation is correct and In case of any change therein, | / we will immediately
intimate Panicipant / Share Reglstrar accordingly.

Signature of shareholder
Kindly @nsure that the title of IBAN/Bank Account must be in your name.

You are requested 10 kindly send us this letter immediately duly filled in and signed by you along with legible photocopy ol
your valid CNIC at our address, Share Registrar Services, Central Depository Company of Pakistan Limited, COC House, 39-
B, Block B, Main Shahrah-e-Faisal, Karachl. 74400, Pakistan.

Regards,
Share Registrar Department

Centrat Depositary Company of Pakistan Limited
Share Reglstrar: BANKISLAMI PAKISTAN LIMITED

Note: This letter is being computer generated and does nat require any signature.
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CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:
L 0T House, 49-B, Block 'B',
$MC HS tain Shahra-e-Fasal,
Karacn - 74400, Pakistan
Tel 0BOO- 23275
Fax 192-2)) 34326053
URL wew cdepakistan com
On behalf of BANKISLAMI PAKISTAN LIMITED Emal infe@cdepak com

Bank Account Detalls for Payment of Cash Dividend
[Mandatory Regulremnent as per the Companies Act, 2017]

Dear Shareholder,

This i§ to inform you that in accordance with the Section 242 of the Companies Act, 2017, any dividend payable
in cash shall anly be paid through electronic mode directly into the bank accounts of entitled shareholder a5
designated by them. In pursuance of the direction given by Securities and Exchange Commission of Pakistan
{SECP), kindly immediately contact your relevant €DC Participant/CDC Investor Azcount Services Department
and grovide them your bank mandate information including Internationat Bank Account Number {IBAN} which
is now mandatory for all cash dividend payments.

In order to comply with this regulatory requirement and to avail the facility of direct credit of dividend amount
in your bank account, you are requested to please provide requisite bank mandate infarmation 1o your
respective Participant/CDC Investor Accauat Services Departrnent immediately.

Kindly afsa ensure that the litle of (BAN / Bank Account must be in your name.

You may also refer Circular No, CDC/LC&R/16 dated August 317, 2017 issued by Central Depository Company of
Pakistan Limited in this regard available on website www.cdcpakistan.com

Regards,

Share Registrar Department
W/s. Central Depository Company of Pakistan Limited,
Shara Reglstrar: BANKISLAMI PAKISTAN LIMITED

Note: This letter is being computer generatad and does not require any signalure.




Annual Report 201 7

OB L ST A

171 A QS e BTIsS 35
ot

A IS S

:rLtfu“? i

PPl

-

;MJ&EKL@LLﬁMJﬁp;&
(I 2017 o K174

e 1o

L T e 8138 B SR Bl 242 58 2017 L e LS AT

g 131t 1 Bl sy Soe SAS SECPIP LA B s e (o b Sartita fp 567
AR 2 G AT G e I S e S A p s SRS IS RS
e GEL A L BV 7 g SR HIBAN)

S F Site el S b F ot o DS B 381 £ LTt A A P
e Bl bl Sm it $o ¥ sedi s pesi¥ RIS S5 I e §

T

2

2t W FE S
IS 22

- u’:‘j Eire ﬁ/:’é."(}/_l:?'i ()/ ¢f_L b’wf Ojft( (l‘/ ;.._E.JL_.‘, WLy




Information taken from Tareekh Khat-o-Fhatateen by Prof. Syed Muharmrad Saleermn
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BankIslami Pakistan Limited

11th Foor, Exscutive Tower, Doimen City, Marine Drive, Clifton Block - 4, Karachi, Pakistan.
Tol: (92-21) 111-247-111 (111-BIP-111), Fax: (82-21) 36378373
www.bankislami.com.pk
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